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* PROFESSIONAL NOTES E 
. oe Meanwhile in The dei ii there : , 
By Government exhortati example, produc- ean im — commen. © 
« tien efficiency held preg cake of me stage in Study by Professor Jewkes which may possibly f 
March. Both efh nN anticipate some of the findings of the working 
. ployers and trade unionists heard ; , 
es , , . on cotton. Professor Jewkes is concerned, in gen 
g- appeals by the Prime Minister and other leading +, take issue with the usual uncritical reliance upon f 
“ Ministers for increased production, particularly during pepdnct man-hour as a measure of efficiency. As E 
of the next two years. The campaign for reinstating this e rightly stresses, measuring the product in terms 
country’s economic position opened in effective of the labour spent upon it ignores entirely the degree F 
4 fashion, even though the employers, in particular, of capitalisation in industry. “It would . . . be 
at retorted by inviting the Government to make its own quite feasible technically to design a spinning mill in 
vital contribution by achieving co-operation in wa os from a Fra caginon, Sete — be a 
: ty : AF ur a eevee put per 
ning from sticks em the ficiency of private _ igh but ihe cost of the yar, wond be enomou | 
enterprise. These larger issues not Tener pe a because of the cost of the capital equipment.’ The 
Ss, The establish cost of production is the only fair criterion for judging 
r. smaller ways progress has been made. ~ - efficiency. Professor Jewkes proceeds to a criti 
ment of an advisory service by the Board of Trade examination of the report of the Cotton Textile. ; 
for assisting firms, especially of the smaller kind, Mission to the United States. In Lancashire capital 
to increase their efficiency, is a welcome pointer. The _ per worker is lower than in the United States and the 
3 service starts in a modest way, but it may well cost of labour per unit of output is usually higher. The 
grow quickly and is at least a positive move in the net osiy Byer. cg interesting a 
ci predominantly negative atmosphere in which in- | agg iy 4° y rather gy mn ae th ee 
“ dustry finds itself to-day. More working parties were ale 9 Bagge - gr agar. « Lo agp m4 Pa ahaa ~ { 
P set up during the month, covering ten industries. industry confirm this conclusion? Will it further 
4 The value of these parties has yet to be demonstrated, agree with Professor Jewkes that the typical firm in 
x for not one has so far reported, though it is expected Lancashire should be the specialised spinning or weav- 5 
L, that the party considering the cotton industry has _ ing unit and that the American pattern of the firm with 
almost reached that stage. i 


spinning and weaving integrated should be eschewed ? 
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Dividend Limitation ? 


During the war there was a standing request by 
the Government, which was widely acceded to, that 
enlarged distributions of profits should be avoided. 
It seems that the Chancellor has misgivings about 
the larger dividends which companies have been 
declaring in recent months, even though this phe- 
nomenon might be regarded as in keeping with the 
first year of peace. Partly for this reason, the possi- 
bility of some legal limitation on dividends has been 
much discussed lately. It has also been mooted in 
connection with speculation on the alternative the 
Chancellor might pro for the Excess Profits Tax, 
on the assumption that the Budget—which is to be 
introduced this year on April 9—will announce the 
demise of that much-criticised levy. The Chancellor’s 
desire that profits should be ploughed back into the 
business from which they arise, and should be re- 
invested in incoming-earning assets within that 
business, is a commendable one. But few business- 
men are loth to expand their businesses if they have 
a reasonable expectation for the future, and if 
machinery and plant is available. It would be as 
well if these two provisos were given close study in 
Government circles, and if efforts were made to see 
that they are satisfied. A tax on dividends, as a 
means of ensuring the expansion of the economy, 
_ Suffers from the defect that while it might prevent 

the distribution of profits, in the long run it also 

prevents the quickening of business activity, since it 
om equity capital and the enterprise which lies 

hind. What is needed is encouragement to adven- 
turousness in business rather than its penalisation. 
Indeed, it would be rather surprising if the rentier, 
who is typically the holder of fixed-interest securities, 
should be favoured by the present Government, 
compared with the holder of equity capital. If the 
Chancellor’s motive, assuming that he is indeed 
thinking of dividend limitation, is to take another 
step in.the avoidance of inflation by consumers, then 
he would surely be better advised to deal with in- 
flationary tendencies in his broad financial and fiscal 
policy rather than piecemeal. 


The Borrowing Bill 
To meet the argument of members on both sides of 
the Standing Committee, it was agreed during March 
that the title of the Investment (Control and Guaran- 
tees) Bill should be changed to the “ Borrowing 
(Control and Guarantees) Bill.”” As members pointed 
out, the Bill proposes to restrict the borrowing of 
money, rather than the process of investment, which 
‘will continue without specific restriction by this 
nap cones Bill, to whatever extent it may be affected 
other legislation now going through Parliament. 
The most notable session of the Standing Committee 
during March discussed a provision prohibiting 
any arrangement for postponing a repayment of 
loan monies and preventing the whole or part of 


the price of any property from remaining unpaid 


either for a fixed or indefinite period, unless Treasury 
consent is obtained. The object of this provision is 
to avoid money being borrowed by an indirect 
arrangement when a straightforward loan transac- 
tion would be disallowed. It was pointed out in the 
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Committee that the provision would prevent sub- 
sidiary companies from extending the period of 
repayment of capital borrowed from their parent 
company, and it was also argued that businesses 
would find it impossible to plan ahead since they 
would have to approach the Treasury for permission 
to renew a loan or debenture falling due at some time 
in the future, and could not assume that permission 
would be given. In reply, the Chancellor said it was 
not intended that every outstanding loan should be 
paid on the due date, for “‘ that would be absurd,” 
and also that the provision would be operated reason- 
ably. He thought there was no reason why a company 
wishing to plan ahead for two or three years should 
not make an early submission to the Treasury, and 
why formal authority should not be given at that 
stage, well in advance of the inception of any scheme 
dependent upon the loan. The provision in question 
now stands as part of the Bill. It should perhaps be 
mentioned that trade credits for goods sold and 
purchased in the ordinary course of business are 
expressly excluded from the general provisions 
relating to the borrowing of money, and are therefore 
outside this particular provision dealing with the 
postponement of repayment of loans. 


At an earlier session of the Committee there was 
an animated discussion, not always well-informed, on 
bonus issues—a matter with which we deal at length 
in a leading article in this issue. The Borrowing Bill 
will, in general, prevent.,.the issue of bonus shares. 
But the Government seems to be blowing hot and 
cold in the same breath. If bonus shares are com- 
pletely proscribed, there might easily follow over- 
distribution by way of dividends, whereas at the 
same time there is a feeling in the Government— 
which might, as we point out elsewhere, even result 
in some form of veto—against increased dividends. 
However, we have at least an assurance that the 
National Investment Board to be set up under the 
Bill will give early consideration to the whole question 


' of bonus issues. , 


Disappearance of the Cotton Markets 


The raw cotton markets,: after being moribund 
throughout most of the war, are now defunct. The 
Government has decided to continue bulk purchases 
for the time being by the Control, and later by a 
permanent Cotton Purchasing Commission, which 


_ will take its place. It is evident that the Government’s 


redisposition for bulk purchase has been reinforced 
y war-time experience in this particular case, and 
it must be admitted that cotton is more suitable than 
many primary commodities for Government trading, 
particularly since the major purchases are against 
scarce American dollars. The markets are not able 
to argue that the benefits of dealings in futures, so 
essential in the cotton industry, will be lost, for the 
Control has brought into operation a scheme of future 
clearing which is to be further extended. According 
to the Chancellor, this “ will afford to the spinner 
the assurance of stable prices of cotton from the 
moment when he contracts to sell the yarn.” Sta- 
bility, however, can be purchased too dearly, and 
the final test will be in the average price paid for 
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cotton over a long period. Does a single purchaser 
completing a bilateral deal of great magnitude obtain 
a better price than numerous buyers negotiating for 
smaller parcels ? Here is the crux of a major problem 
of modern economics to which, so far, empiricism 
affords the only determinate answer. Meanwhile, the 
Government’s decision has caused widespread dis- 
satisfaction, not confined to the cotton districts. 
Important items in the balance of payments are 
eliminated and the case for bulk purchase, whatever 
its value in war, has not been proved in peace. The 
Government’s war-time bulk purchases were made 
on a rising market, and thus some price advances 
may have been avoided, but this condition will not 
always obtain. 


The Refresher Courses 


The second refresher course for ex-Service members 
of the Society opens on April 2 at Balliol College, 
Oxford, by kind permission of the Master and Fellows. 
It will last for nine days. Lectures will be given on 
professional subjects in which demobilised members 
need to be acquainted with war-time developments. 
The system of discussion groups, which proved 
highly successful at the last course at New College, 
Oxford, will be repeated this time. The course will 
be opened by the Master of Balliol College, the Rt. 
Hon. Lord Lindsay of Birker, C.B.E. The third 
refresher course will commence on September 13, 
and will be held at Gonville and Caius College, Cam- 
bridge. Members from H.M. Forces wishing to attend 
this course should communicate as early as possible 
with the Secretary of the Society at Incorporated 
Accountants’ Hall. 


The Society’s Annual Meeting 


The annual meetings of the Society of Incorporated 
Accountants and the Incorporated Accountants’ 
Benevolent Fund will be held at 2.30 p.m., on 
Wednesday, May 22, in the Hall of the Auctioneers’ 
and Estate Agents’ Institute of the United Kingdom, 
29, Lincoln Inn Fields, London, W.C.2, by kind 
permission of the Council of that Institute. The 
annual meeting of subscribers and donors to the 
Incorporated Accountants’ Benevolent Fund, which 
will be presided over by its President, Sir Thomas 
Keens, D.L., will follow immediately on the Annual 
Meeting of the Society. 


On the following day, May 23, the Conference of 
the Council with representatives of the Branches and 


District Societies will be held. The Conference, 


which will discuss matters of particular interest in the 
provinces, provides a very useful medium for inter- 
communication of ideas and views. 


Larger Company Reports 


The restrictions upon the size of company reports | 


and accounts, laid down in 1943, have been revoked 
and there is now no limit to the quantity of paper 
that may be used. It is to be hoped, however, that 
while due advantage will be taken of this welcome 
relaxation of control and reports will be made more 
informative than they have been in recent years, 


companies will exercise some voluntary economy in 
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their consumption of paper for these purposes. It 
may also be noted that compliment slips, cheques, 
dividend warrant forms ahd letter paper are among 
the other items now free of paper restrictions. 


London Passenger Transport Board 

One of the first reports which emphatically depart 
from war-time standards of paper usage is the 55 
foolscap page document (with map inset) issued by the 
London Passenger Transport Board. The first part 
of the report recounts the splendid work done by the 
Board during the war, which constituted a further 
and long-sustained illustration of the admirable 
service rendered to Greater London by the Board 
since its formation in 1933. The story of how passengers 
continued to be carried throughout the “ blitz” 
with only a minimum of inconvenience, despite war 
damage to vehicles comprising no less than 65 per 
cent. of the fleet at the outbreak of war, is one of the 
sagas of the war. If the index of passenger journeys 
originating is taken as 100 for 1938-39 for all types 
of vehicles combined, the corresponding figure in the 
worst war year (1941) was 76 and by 1945 recovery 
was not quite complete, for the index was then 97. 
But the indices of the estimated passenger miles run 
were 100 in 1938-39, 91 in 1941 and 113 in 1945. 
Thus while the number of journeys had fallen, their 
average length expanded substantially during the 
war. Central London “buses accounted for 50 per 
cent. of the total journeys in 1945—rather less than 
before the war (55 per cent.), owing to the curtailment 
of road services—trams and trolleybuses for 28 per 
cent., railways, incliding tubes, for 15 per cent., and 
country "buses and coaches for 7 per cent. 


The second part of the report, dealing with finance, 


loses in interest by the omission, under authority of 
the Minister of War Transport, of a revenue account 
and details of working expenses. It is a pity that 
these particulars are not now given, even though the 
net revenue of the Board, under the present system 
of control, does not depend upon the Board’s earnings, 
since it receives a fixed annual amount from the 
pool fed by all receipts of the Board and the railways. 
The Board’s allocation from the pool in 1945 was 
£4,680,566. Interest on prior charge stocks absorbed 
£3,901,381, leaving for the service of the 54 per cent. 
“C” stock the sum of £785,971, after taking account 
of small items of incidental revenue. The rate paid 
on the “ C ” stock was 3 per cent., so that the Board 
is still not meeting its statutory obligations to the 
holders of the “C” stock. In fact, the stockholders 
never have received their 54 per cent. and theo- 
retically could appoint a Receiver. The Board is also 
unable to start making provision for the redemption, 
within 80 years of now, of all its stocks other than the 
“C,” as it is required by statute to do. Contributions 
to a redemption fund can only be made after the ““ C ”’ 
stockholders have received their standard 5} per cent. 
The Board has some far-reaching plans, involving 
large capital expenditure—an interesting possibility 
is the construction of new express tubes—but the 
problem of its present top-heavy capital structure 
remains for solution. 
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REFUND OF EXCESS PROFITS 
TAX 


‘The Revenue authorities have been quick in taking 
the initial steps to put into operation the provisions 
of Section 38 of the Finance (No. 2) Act, 1945, which 
provide for the payment of Excess Profits Tax post- 
war refunds subject to certain conditions. The main 
condition of payment is the giving of undertakings and 
authorities by persons who are entitled to the refunds. 
The essence of the chief undertaking is that the net 
amount of the refund shall be used in developing or 
re-equipping the trade or business and until so used 
shall remain available for such development or re- 
equipment ; and further, that any part of the refund 
which is not so used shall not be “‘ directly or indirectly 
distributed by way of dividend or cash bonus or 
capitalised for the purpose of issuing bonus shares or 
debentures or releasing any liability for uncalled share 
capital or applied, whether by way of remuneration, 
drawings, loans or otherwise, for the benefit of 
partners, shareholders or proprietors.” The under- 
taking is varied to meet special cases. 

Any person who signs such an undertaking 
must promise to furnish, on the demand of the 
Treasury, or the advisory panel or referee, such 
accounts or. other information as may be specified 
for the purpose of establishing how the refund has 
been dealt with. In addition, the Commissioners of 
Inland Revenue require to receive an authority to 
enable them to disclose any documents or other 
information in their possession to the Treasury or to 
the panel or referee. The advisory panel and the 
referee will be called upon to exercise their functions 
in cases where there has been any change in the 
persons by whom the original trade or business was 
carried on or where the refund is not to be paid to the 
person who carried on the original trade or business 
or is not to. be used for the purpose of that original 
trade or business. 

All refunds are liable to income tax at 9s. in the f, 
with certain options to spread the refunds backwards 
for income tax purposes or to have them treated as 


-profits for 1947-48. Notices have now been. issued 


in.many cases by I ors of Taxes showing the net 
amount of the refund which may be claimed up to 
the date to witich ee ee ee 
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Numerous queries will spring to the accountant’s 
mind in relation to these refunds, and it must be 
admitted that the 1945 Act does not clarify the 
position much more than the original pronouncements 
of 1941 and 1942. ; 

What is development and what is re-equipment ? 
There is no attempt, either in the Act or in the 
explanatory notes, to solve this question. Among the 
kinds of expenditure which raise some doubts would 
be advertising, the appointment of additional 
travellers, lengthy journeys abroad and items of a 
similar character which might reasonably be con- 
sidered, by the trader but possibly not by the 
Treasury, as development. It is curious that whilst the 
Act makes it incumbent upon any person signing an 
undertaking to give all necessary information to the 
Treasury or other authority, there is no provision by 
way of a time limit in ordinary cases in which the 
refund must be expended or any provision for repay- 
ment of any part of the refund which has not been so 
expended in development or re-equipment. Where a 
breach of an undertaking is committed the amount of 
the refund or part thereof may be recoverable from 
the person who committed the breach of the under- 
taking, but provided there is no actual breach it 
would appear that the taxpayer is entitled to hold the 
money under his control, even though he may not 
expend it on development or re-equipment. 

The provisions make no attempt to clear up the 
difficulty, foreseen for the past five years, arising in 
certain trades or businesses which do not readily 
admit of further expenditure on development or 
re-equipment. In such cases, it would seem that the 
taxpayer can recover the amount but can only use it 
by the creation of a new conception of the words 
“development” and “ re-equipment.” It seems 
doubtful if the authorities will give any lead on a 
fresh definition of these terms. It is conceivable that 
they will raise no objection where’ the money is 
utilised on expenditure which might otherwise have 
been a proper charge against revenue. The recipient 
of a refund is not permitted to retain any immediate 
personal benefit but it would seem reasonable to allow 
him, if he wishes, to expend the money in such a 
way that it brings him increased profits in the sub- 
sequent years. That, indeed, seems to be the under- 
lying principle, for development and re-equipment 
would only be incurred with a view to making er 
profits in the future. But further official elucidation 
would seem to be n if our interpretation of 
this principle is to be admitted by the Revenue. 
The main object of the original legislation was un- 
doubtedly that any such refund should be used for 
building up the business of the country and helping to 
make good the ravages of the war. The principle was 
sound in theory but the practical application may 
create inequities and even injustices as between one 
taxpayer and another. In short, the difficulties in 
regard to the use of the refund will be so great that 
we are forced to the conclusion that further legisla- 
tion by way of definition and clarification will be 


necessary. 
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Capitalisation of Reserves 
By F. W. FORGE 


Among the several war-time controls of the capital 
market which the present Government proposes to 
continue indefinitely, there is none which is causing 
more comment at the moment than the ban on “ bonus 
issues.” It has always been anomalous that, first, 
regulations, and now, a Bill devoted to the raising of 
new money from the public should have included 
provisions prohibiting the capitalisation of reserves 
by the issue of new shares without any demand for 
new money. It has been widely supposed that the 
real intention was to stop a loophole for the making 
of increased payments without raising the rate of 
dividend, and certain recent comments of the Chan- 
cellor of the Exchequer, and of some of his colleagues, 
suggest that this is the correct view. If that is so, 
it is a matter for separate consideration, apart from 
the Bill, and it appears that Mr. Dalton is at last 
beginning to move towards that conclusion. At 
least, he is prepared to look into the whole matter 
afresh. 

The discussion has been: somewhat complicated 
by attempting to deal under the same head with 
bonus issues pure and simple, -and issues on bonus 
terms. It is more convenient to consider the two 


aspects apart. 


Reasons for Bonus Issues 


In the normal course, a successful company is able . 


to expand its business, and, if it is conservatively 
financed, it retains, after payment of dividends, 
sufficient of its profits to cover not only replacement 
of existing fixed assets, but something towards 
financing the extension of them, and the provision of 
additional net liquid assets commensurate with the 
expansion in money turnover. This money ploughed 
back earns further profit and justifies an increase in 
the dividend distribution. 

From this particular point of view the ideal pro- 
cedure would be to have the equity expressed only 
in shares of no par value ; to show in the balance 
sheet in a single item “ equity capital and surplus ”’ ; 
to pay dividends of so many pence per share on the 
capital ; and only to relate this payment—and the 
total earnings of the concern—to the capital and 
surplus. Unfortunately from this standpoint at least 
(it is recognised that there are differing views about 
the merits of no par value shares in general) British 
law prohibits shares of no par value. Still more 
unfortunately, again from this point of view, it does 
not yet insist upon disclosure in any recognisable 
form of the proprietors’ surplus, though it is true that 
when the recommendations of the Cohen Committee 
become law, it will be possible to obtain a fairly 
teliable figure for the surplus, except in the cases of 
financial institutions which are exempt from the 


obligation to disclose true reserves and new appro- 
priations. to them. 

The result has tended to be that companies have 
added to the capital at risk year after year without 
any addition to the paid-up capital on which divi- 
dends are paid, so that the return on the latter has 
risen progressively even when the rate of profit on 
the former was falling. The justification of bonus 
issues, if not always the reason for making them, is 
that by bringing the capital. ranking for dividend 
into closer relation with the capital at risk, the 
published figure of dividend rates, on which attention 
is concentrated to a quite unjustified degree, is made 
7 misleading as an indication of the earning power 
of assets. 


When is a Bonus Issue Justified ? 

Far from banning bonus issues, it should be the 
duty of the Chancellor of the Exchequer, and of his 
colleague at the Board of Trade, to encourage their 
being made in all proper cases. Just exactly when it 
is proper to make a bonus issue must depend on the. 
facts in each case, and a full discussion is outside the 
scope of this article ; but, by and large, it is reasonable 
to say that ploughed-back profits permanently 
employed in the business should be represented by 
capital. If it is objected that this would accentuate 
the fluctuations in dividends, the answer is that it 
would only accentuate the changes in dividend rates, 
not those in actual receipts, and that in any case, it 
should be in the nature of equity dividends to fluc- 
tuate. 

Apart from the merit of disclosing something like 
the true rate of profit—the figure will always be 
distorted by non-equity shares and by loan capital 
—the issue of bonus shares prevents the price of the 
individual shares from rising to levels at which they 
are inconvenient for dealing. This factor has become 
of increasing importance as the number of moderate 
or quite small investors has increased. This difficulty 
could, of course, be overcome by the practice of 
splitting shares into smaller denominations, just as 


. the increase in paid-up capital can be acconiplished, 


in those comparatively rare cases where shares, or 
stock, are partly paid, by paying up money out of 
reserves. Only the bonus issue, however, fulfils both 
requirements. 

So far we have been exclusively concerned to state 


the merits of capitalising reserves way of bonus 


issues. The arguments in favour of proper use of 
some such practice appear to be overwhelming, 
especially in a world in which more and more peop 
are called upon to base their opinions and action on 
facts which are all too easily misunderstood. It 
remains to be seen what disadvantages may attach 
to the practice, and how they can be overcome. 
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Possible Abuses of the Bonus Issue. 
It is implicit in the whole argument put forward 
that those responsible desire to maintain a reasonably 


close relation between paid-up capital and the 


amount at risk, and it is evident that, as with other 
parts of the company set-up, a dishonest board can 
abuse this if they are so disposed. The abuse may 
have one of two objects. It may facilitate evasion by 
the sur-tax payer his full tax liability, or it may 
enable those in charge to reap some personal benefit 
from movements in market prices which might be 
connécted with a bonus issue. It also appears that, 
in the more distant past, it was a not uncommon 
practice to issue bonus shares or stock merely to 
swell the company’s figures and so to enhance the 
prestige of those in control, much as banks have been 
known to compete, unprofitably, for deposits, and 
néwspapers for circulation, merely in the hope of 
attaining or retaining the premier position in point 
of size. 

_ Of these three cases, the last appears to have fallen 
out of fashion, while the second is largely a matter 
of holding the balance between one set of speculators 
and another. The honest investor, who seeks reason- 


ably competent advice, is not likely to be injured, 
‘provided that the bonus issue is justified by the facts 


of the position. This case and virtually all others, 
with the possible exception of the tax evasion point, 
could be dealt with by demanding from every com- 
pany which wished to make a bonus issue a statement 
of the reason for the step, including figures and a 
specific statement of any substantial change in the 
osition since the last published balance sheet. 
eedless to say, anything which makes that document 
more informative and which enhances the value of 
the auditor’s certificate will help to ensure that 
bonus issues are not improperly made. 
.. Under the heading tax evasion, two possible 
methods readily suggest themselves, and probably 
there are others. In the first place, a company might 
distribute yearly a scrip bonus instead of, or as an 
alternative to, the payment of cash dividends. This 
has been done ; from the standpoint of a company 


with an expanding business, it is a very reasonable 


procedure, but from that of the investor the policy 
is likely to appeal mainly to the rich man, that is to 
say, to the sur-tax payer, with a resultant loss of tax 
to the Inland Revenue under that head. Whether 
all companies which have accumulated a sufficient 
reserve to protect their subscribed capital should be 


required, in the interests of the Inland Revenue, to 


distribute some proportion of their net 

med is a matter for the Government of the day. 
ere are those who would insist that they should be 

compelled to distribute all profits beyond what is 

required to maintain their business in fully efficient 

production, though the present official view is 


strongly opposed to increased distributions in what- 
éver form. But whatever decision is taken in regard 
to distributing earnings, there is certainly not here 
any sufficient justification for a general ban on bonus 
issues as opposed to other forms of distribution. 
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The second method is less likely to occur, but is 


' far from impossible. It is in essence an extension of 


the first, since it again involves the distribution of 
scrip bonuses, but it relates to a stage in the develop- 
ment of the company when expansion has ceased. 
In these circumstances, the distribution of scrip 
bonuses might be continued when the requirements 
of the company really suggested an increase in distri- 
butions. These distributions would in due course be 
made by a return of capital. This case appears to be 
already covered by the requirement that the bonus 
must correspond to a genuine increase in the capital 
employed in the business. 

In substance, then, with the exception of the first 
method above, all that should be required of a 
company wishing to capitalise reserves, either by 
bonus issue or by other means, is a clear demonstra- 
tion that there has been a corresponding addition to 
the assets genuinely employed in the business. There 
would seem to be no reason why any more formality 
should attach to this requirement than that the 
company should make this statement, with whatever 
supporting documents were considered necessary, to 
the New Issues Committee of the Stock Exchange 
when applying for permission to deal in the new 

Issues on Bonus Terms 

There. remains to be considered the issue of 
securities on bonus terms. There have been instances 
between the two wars in which companies, whether 
consciously or not, have made offers which in effect 
combined the capitalisation of reserves with the 
raising of new capital. It is possible, but not very 
probable, that by so doing they have been able to 
obtain new money more readily, but the practice is 
one to be discouraged. It is quite true that provided 
(a) that the new shares are issued strictly pro rata 
to holders of an essentially similar class of capital, 
and (6) that there is a really free market in the 


_ shares, it is mathematically and ultimately a matter 


of indifference to existing holders, the amount of cash 
to be raised being fixed, at what price the new 
shares are offered. But this, in fact, is not generally 
realised ; and it is as well that, if two operations are 
intended, two distinct steps should be taken. That 
being so, it would be better that new shares offered to 
existing shareholders should be placed at a price as 
high as is possible without running the risk that the 
renunciation letters will prove valueless—always 
subject to the qualification below. (In the not distant 
past, new issues of equity capital were sometimes made 
without specific “ rights” or renunciation letters. In 
such circumstances, the price of issue is of the first 
importance to existing equity holders, and there is a 
great deal to be said for making the use of renunciation 
letters obligatory.) The qualification needs to be made 
that if too high a price is demanded, it will certainly 
increase the cost of underwriting, which is a real 
expense, and not a mere choice between placing the 
money received to capital account or to new issue 
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P.A.Y. E. —Some Practical Defects yi 


By R. N. BARNETT, F.S.AA. 


With the close of the second year of P.A.Y.E., 
and with methods—either manual or mechanised— 
now established as a normal routine in wages depart- 
ments, a critical examination of a large industrial 
example may reveal what defects in the day-to-day 
working should be set against the advantages claimed 
for the system of P.A.Y.E. when it was introduced. 

Certain data concerning the example chosen for 
review should be given at the outset, together with 
a brief description of the office methods used. - 


Description of System Reviewed 

First, wages are manually, and P.A.Y.E. 
has been grafted on to the system without mechanis- 
ation. Second, after due consideration, it was decided 
to put the scheme into operation strictly in accord- 
ance with the regulations and without recourse to 
modified systems. Third, the company has nine 
separate wages and salaries departments which 
together handle 10,000 tax deduction cards and 
collect tax amounting to £280,000 per annum. Fourth, 
the methods adopted are on the following lines : 

(a) Central control is established in the Accountant’s 
department which receives all forms, cards and 
correspondence, maintains contact with the local 
Inspector of Taxes, issues all instructions on 
procedure, co-ordinates the work of the wages 
clerks, and keeps the control accounts for the 
payment of tax to the Inland Revenue. 

(6) Each wages department maintains the tax deduc- 
tion cards during the year. 

(c) The travelling audit staff includes in its weekly 
programme the checking of works control accounts 
and summaries, both for gross wages and for tax 
at each works, and also the spot checking of 
entries, costs, and tax table readings. 

(d) At the end of the year all cards are returned to 
the Accountant’s department, where a series of 
checks is established to complete the audit pro- 
goumme not covered by the travelling auditor. 

(e) completed, a permanent record of the 
card is on Recordak equipment. 

(f) Lastly, Certificates of Pay and Tax (P60) and the 
Annual Return (P35) are prepared and despatched. 

It is relevant to state here that = local 

Inspector of Taxes has written ant his satis- 
faction with the results achieved and with the prompt- 
ness and smoothness with which he received all 
information. 


The Practical Defects Arising 
A review of the defects in the present case suggests 
that these fall generally into three classes : 


1. Recording 


Taking these classes in order, it would a that 
the possible remedies become i ingly difficult 
and contentious. 


1 (A) Defects in Recording 
Here the main objections arise from the use of poor 


stationery and the large volume of work 
hoe by avoidable complications. No attempt is 


ca 
‘made in this article to enumerate the rather formid- 


able list of isolated cases which would probably call 
for individual treatment under any system, but 


attention is drawn to the following constantly recur- 


ring sources of waste of time : 

- (a) The small and close print of the tax tables is most 
trying to the eyes and in half-light is responsible 
for a considerable number of errors. Scale guides 
have been tried and were of much assistance to 
ORS Mercere Sense Seen ap Serwork Cat 
they have been discarded. 


(®) The triplicate form (P45) used on change of em- 
ns is a constant source of wasted time. 
irst, because the information on part 3 is fre- 
quently undecipherable, due to the failure of the 
carbon impression or to the rough treatment of 
the form in a workman’s overall pocket. Second, 
because the tax on part 3 has to be checked in 
every case to ensure that the correct tax is used 
on ‘the deduction card opened by the new em- 
ployer. Third, because so many new employees 
lose or mislay 2 and 3 for a week or so, by 
which time an extra card (P19) and an extra form 
(P46) have had to be prepared. 


(c) The tax deduction card (P9) is somewhat cramped 
and much complaint is received from wages clerks 
with a bold hand. It also takes a considerable 
time before new clerical assistants become accus- 
tomed to the use of two columns only for pounds 
and shillings, and for the first few weeks mistakes 
of posting pounds and shillings to the wages sheets 
as shillings and pence are abundant. Large 
batches of these cards are also of such’ poor 
quality that ink “runs” badly, causing more 
waste of time. 

(d@) Emergency cards (P13) are an expensive and un- 
necessary complication for the employer, what- 
ever the value of a different coloured card may be 
to the Tax Office. Why should there be two cards 
for one employee, necessitating the work of trans- 
ferring headings and figures? The company 
under review, although subject to the provisions 
of the Essential Work Order, and not employers 
of casual labour, will use something over 1,600 
emergency cards per annum or, in other words, 
there will be two cards for 20 per cent..of the 
me caer with the consequent work of handling 

transferring. It is of interest to note that the 
use of emergency cards has been necessitated for 
some employees for as long as ten months. 


(e) Apart from occasional long delays, there are more 
frequent delays of one to three weeks in coding new 
employees or returning service men. The em- 
ployer is given no discretion, and must rigidly 
apply the emergency basis, which operates, as it 
was no doubt designed to do, as a penalty or spur 
to the taxpayer to ensure that he returns the claim 
form promptly. The result is that considerable 


clerical work is involved on personal queries of 
employees ; for whatever the official attitude may 
be as to the responsibility of the taxpayer, the 
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(f) Another important source of trouble is the badly 
graded calculations in the Tax Tables. For in- 
stance, a regular weekly wage of {2 6s. 2d. gives 
tax deductions of 2s., 2s., 2s., and 6s. in consecu- 


tive weeks. 
1 (B) Possible Remedies in Recording 
Suggestions are made below which would help to 
cure or at least minimise the defects outlined. All 
are reasonably possible of attainment, but it remains 
with the Inland Revenue to put the remedies into 
effect. The paragraphs follow the same order and 


_ lettering as those above. 


(a) A better allocation of paper is required to allow 
a larger size type. 

(6) Form P45 should be re-designed, abandoning 
part 2, which is used at present solely for the 
purpose of deciphering the illegible part 3. 

(c) A larger card with a better surface is needed, with 
£ s. d. columns throughout. 

(d) The use of the emergency card (P13) should be 
eliminated by using the normal card (P9), which 
could be clearly marked ‘‘ E ” in the code section 
of the heading. 

(e) Emergency tables should take the form of those 
issued by the Cardiff Marine Office. In these the 
employer can provide for personal allowances 
according to the employee’s declaration, and the 
delay occasioned by reference to the Inland 
Revenue for a code number is avoided. This 
improvement would introduce a greater degree of 
fairness, and would avoid much discontent. For 
the benefit of those not familiar with the maritime 
codings, it should be stated that these are twelve 
in number, viz. : 

S Single or widower without dependants. 

S1 ‘Single or widower with one dependant. 
S2—S5 Single or widower with 2-5 dependants. 

M . Married with wife and no dependant. 

Ml Married with wife and one other dependant. 

M2—M5 Married with wife and 2-5 other dependants. 

(f) Greater care should be exercised in smoothing 
out the tax tables in their construction. 


2 (A) Defects in Accounting 

Powers are given to the Inland Revenue to audit 
the tax records of employers and to hold liable the 
employers for the total tax deductible as shown by 
the tax tables, unless it can be shown that reasonable 
care has been exercised, and that the error is bona 


or anything but an impeccable system of internal 
check be construed as reasonable care? An employ- 
ments officer has already expressed the opinion that 
an independent wages record should be maintained 

inst which the tax deduction card can be checked. 

The defects which are now given arise from the 
— of the system from the auditor’s point of 


"nesta eign tishiegr ancamliagrantarainek te 
not it follows that a wide loophole is opened for 
mistake or fraud coupled with tax evasion. In 
this matter, as with the whole question of internal 
check, each employer doubtless interprets some- 
what differently the amount of expense he is 


expected to entail. 
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(®) Possible errors, innocent or otherwise, can arise 
at any of the following points : 
(i) Transfer of gross taxable wages from the 
wages sheets to the deduction card. 
(ii) Addition of wages on card. 
(iii) Ascertainment of tax from tables. 
(iv) Subtraction of previous week’s tax from the 
current week's total. 
(v) Transfer of tax to wages sheets. 
- (vi) A card can be lost or destroyed. 
(vii) A wrong code number can be used. 
(viii) An incorrect annual certificate (P60) can be 


given. 

(ix) A false annual return (P35) can be rendered. 

(x) Transfers of the particulars from other 
employers can be made incorrectly. 

(xi) Transfer of particulars from emergency card 
(P13) to the tax deduction card (P9) can also 
be made incorrectly. 

(xii) The monthly remittance to the Collector can 
be incorrect. 

(c) The introduction of so much additional work at 
the end of the wages week has necessitated an 
extended period of waiting-time before pay day. 
However desirable this may be for administrative 
purposes, it is certainly a retrogr.de step from the 
point of view of accountant and employee alike. 

(d) The certificate (P60) given to each employee at 
the end of the year is in the nature of a receipt, 
but the system provides no means by which the 
employer has a copy. He is left, therefore; in a 
very weak position, from whatever quarter subse- 
quent queries may arise. 


2 (B) Possible remedies in Accounting 


Broadly, the remedies for accounting defects rest 


largely in the introduction by the Inland Revenue 
of a less complex scheme but, if the framework is 
to be accepted as it stands, improvements here 
(unlike the remedies for recording defects considered 
above) lie in the hands of the industrial accountant, 
whose company must, however, be prepared to meet 
the rather heavy expense. 


Dealing seriatim with the defects enumerated, the 


following points may be detailed : 


(a) In the example under review it has been deemed 
advisable to prepare a card in some form for every 
employee, so that a total check can be applied 
weekly to total wages and tax—-wages sheets and 
cards being in agreement. At the end of the year 
all cards are returned to the central control—the 
Accountant’s department—where a simple scru- 
tiny of the “dummy ”’ cards discloses any case 
which might avoid tax. 

(b) An independent check at all the points enumerated 
is essential. In this case the detail work has been 
added to the duties of the travelling audit staff, 
while the central total control accounts complete 
the picture at the end of the year. 

(c) Nothing but the elimination of so much routine 
work will allow the employer to close this un- 
desirable gap. 

(d) In the present instance all tax deduction cards 
are recorded on microfilm, six spools covering the 

10,000 two-sided cards. By means of a projector, 
all queries are handled speedily, and, in point of 
fact, much of the final scrutiny was done in this 
way after the original cards had been returned to 
the Collector. 


ae 7 : 
Piss 
ae 
ne 

se 
er t= 8 

fey: ~ 
: : 
ea” 
cae 
Be . 
ia 
136 Pe 
ay ace ? 
ae 
an 
hyim ; 

43 

7 = 
Wer. 
oho 

be 

oe 
fee. * 

a 
sen: 

os 
Pe: 7 

7 nee 

Beek 
Rt ‘ 
i. 
Mes 

po 
ea 
By po 
“ah 
iy 
a 
7 

Is 

is 
at 
ae 
4: 
ay 
by 
a 
(3 
Z 
.* 
a 
ei 

a 
¥ 

f: 
= Se 

} ne 
Ps. 

~ 

y 

. 
en 

; 
: ; a 
i ‘ 


‘v ers Rie yw Ne OO 


wrews = = = 


April, 1946 
It will be seen that the burden of the cost of 
collection and audit now falls on the employer and, 
while no attempt has been made at this stage to assess 
the actual cost of the additional work, the figure is 
obviously considerable. Nevertheless, from the 
accountant’s point of view, any reduction in such cost 
would probably lead to an increasing rate of error. 
In these conditions it is reasonable to ask that the 
system be simplified considerably, or alternatively, 
that a collection charge be allowed. 
3 (A) Defects in policy. ; 

It must be admitted at once that no one likes 
paying income tax, still less income tax at a standard 
rate of 10s. in the {, and it is unfortunate that 
P.A.Y.E. relates this dislike directly to the employer 
and to the wages packet. These facts, coupled with 
the lack of consumer goods in the shops, produce in 
the taxpayer a disinclination to work long hours. 

Defects in this group fall into two classes : 

(a) The effect on the worker. 

It is not part of the scope of this article to 
examine the question of the structure and in- 
cidence of income tax, but the industrial accoun- 
tant realises to the full that the machinery of 
P.A.Y.E. is of secondary importance to the wider 
question of production. 

(b) Administration. 

The excessive cost and the cumbersome 
machinery of P.A.Y.E. result from the cumulative 
system employed, a system which, it is important 
to note, is still only an approximation. 

3 (B) Suggested remedies in policy. 

Two suggestions are now being made in responsible 
quarters, one for a flat rate tax with an independent 
system for payment of allowances (see ACCOUNTANCY, 
February, page 87), and the other for tax-free 
overtime payments. Whatever the merits of these 
systems may be in promoting production, the second 
at least does not appear to afford the n 
measure of relief in the administrative difficulties 
and clerical work of the employer. In any case, it is 
desirable to consider possible modifications of the 
machinery of the present system, assuming that 
system remains basically intact. 

(a) There is no doubt that a very large part of the work 
caused by the complication of the cumulative 
method could be removed from the employer by 
the adoption of a universal week 1 basis. 

Briefly, a week 1 basis system would operate 
in the following way : 

i) Coding as at present. 

di srs. a coding as outlined in paragraph 
1 (B) (e) above. 

(iii) Card P9 retained only as a record card for 
code, wages, and tax (to be entered up and 
totalled weekly or annually at the employer’s 
convenience). 

(iv) In other respects the present rules applying 
to week 1 basis would continue in accordance 
with paragraph 46 of the Employer’s Guide. 

(v) The employer would make no refunds auto- 
matically, but the extended use of a form 
similar to P50 would cover the necessary 
machinery for absences of, say, one month 
and over. 

Refunds, having been approved by H.M. 
Inspector, could be paid in one of three ways—by 
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the Inland Revenue direct, by instruction to the 

employer, or by altered coding. The advantages 

of such a method are that it would : 

(i) Retain the basic principles of P.A.Y.E. with 

the structure of income tax allowances. 

(ii) Avoid penalising the employee for delays 
attributable to employer or tax office. 

(iii) Provide for payment by employees on a 
fixed weekly wage of the same amount of 
tax each week. 

(iv) eee absentees benefiting from immediate 
refunds. 

(v) Reduce the waiting time between week-end 
and pay-day. 

(vi) Require the use of only one tax table per 

_ annum, and this could usefully be extended 
from two pages to four to allow for steps in 
wages at two-shilling intervals. 

(vii) Allow the record card to be entered during 
slack periods. , 

(viii) Minimise errors by avoiding the transfers 
required by the intermediate steps of the Tax 
Deduction Card. 

(ix) Allow forms to be simplified. 

It is appreciated that the degree of approxi- 
mation of this method is somewhat wider than that 
of the cumulative system, but it is suggested that 
in the day-to-day machinery the advantages far 
outweigh this consideration. 


B.E.T.R.O. 

The British Export Trade Research Organisation 
has now reached the stage when applications for 
membership are invited on a large scale. There are 
at present 220 member companies, of which 60 
maintain offices overseas and will supply market 
reports to the organisation for the use of other 
members. The organisation is opening offices -in 
Stockholm and Cairo and is appointing representa- 
tives in New York, Toronto, Buenos Aires, Johannes- 
burg, Bombay, Shanghai and Sydney ; other areas 
will be covered in the near future. Oversea corre- 
spondents will also assist in the provision of trade 
information. The organisation will thus be well 
served with workers in its task of conducting market 
and consumer research abroad and of maintaining a 
trade intelligence service for British exporters. 
Specialists are also being provided for each major 
industry to advise members how best to make use 
of the facilities which B.E.T.R.O. provides. 


Grants for Further Training and Education 
The Ministry of Labour has given some interesting 


. statistics of the number of grants made for further 


education and training in various professions and 
occupations. At the beginning of March there had 
been 18,671 applications in all, of which 4,750 had 
resulted in the granting of awards. The Minister 
stated that the unsuccessful applications were usually 
rejected because the applicant failed to satisfy the 


-Department’s conditions as to eligibility. In the 


accountancy profession there were 881 applications 


and 251 awards. The corresponding figures in other 


professions were: barristers, 264 applications and 
69 awards; solicitors, 794 applications and 371 
awards ; architects, 825 applications and 238 awards. 
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Income Tax Act, 1945 


er | Initial Allowances 
Great interest has been aroused in the points discussed in ACCOUNTANCY 1m egy” Ao 93) and March 


(pages 118/9) on initial allowances and wear and tear under the Income Tax Act, 1945. 
ounsel for his opinion on this matter and, with his permission, publish it below. 


My answers are asked to the following questions :— 

1.—Should the initial allowance in respect of 
expenditure on machinery or plant incurred during 
the two years ended April 5, 1946, allowed under 
Section 15 (2) of the Income Tax Act, 1945, be calcu- 
lated on the cost less wear and tear given up to 
1945/46 under Rule 6 of Cases I and II of Schedule D, 
with that wear and tear increased by the additional 
one-fifth allowed under Section 18 of the Finance 
~ Act, 1932 (as amended by Section 22 of the Finance 
Act, 1938), or should the additional one-fifth be 


ignored for this purpose ? — 


2.—Further, should the calculation of the increased’ 


wear and tear allowance provided for under Section 
16 (2) of the Income Tax Act, 1945 (namely, five- 
fourths of the amount considered by the Com- 
missioners to be just and reasonable) be made after 
deducting the additional one-fifths-as -at’ April 5, 
1946, or before deducting them ? 

3.—In calculating the wear and tear allowance for 
1947/48, where the initial allowance also falls due in 
1947/48, in the case of expenditure on machinery or 
plant incurred during the two years ended April 5, 
1946, should the calculation be based on the written- 
down figure (excluding or including the additional 
one-fifth according to the answer given under (2)) 
before or after deducting the initial allowance for 
1947 /48 ? 

4.—If the initial allowance should not be deducted 
before computation of the wear and tear allowance 
for the currént year (see the previous question) is it 
deductible in computing future wear and tear allow- 
ances ? 

My answers are as follows :— 

1.—Section 15 (2) of the Income Tax Act, 1945, in 


terms requires a deduction only in respect of allow- 
ances made under Rule 6 Cases I and II of Schedule D ; 


the additional deduction given by Section 18, Finance 


Act, 1932, as amended by Section 22, Finance Act, 
1939, is not an allowance under Rule 6, by inference 
or otherwise. Section 18 (2) requires the additional 
deduction under that section to be treated as if it 
were part of the deduction for wear and tear for any 
of the Income Tax Acts for which an account 

is required to: be taken of any deductions allowed 
-“ in respect of wear and tear.”’ Section 18 (2) must, 
therefore, have a potential operation for the purpose 
-of Section 15 (2) of the Income Tax Act, 1945. The 
effect is that the additional deduction is to be treated 
as if it were part of the wear and tear deduction given 
for the year or years of assessment prior to 1946/47. 
Section 15 (2) of the 1945 Act, however, does not in 
terms require a deduction in of all wear and 
tear allowances, but only of those made under Rule 6 


. are now 


e have asked a leading 


so that Section 18 appears to be non-effective here. 
If my reasoning is correct, the conclusion reached 
results from the specific reference in Section 15 (2) 
to “ allowances made under Rule 6,” and the drafts- 
man may have failed to express the legislators’ 
intention. Subject to any amendment that may be 
made, I am of opinion that the additional allowance 
under Section 18, Finance Act, 1932 (as amended 
by Section 22, Finance Act, 1938) should not be 


. included in the total amount of the allowances 


deducted from the capital expenditure for the p 
of arriving at the initial allowance under Section 15 (2) 
of the 1945 Act. 


2.—I find nothing in the 1945 Act which requires 
the additional allowances .under Section 18 (as 
amended) to be deducted from the amount at 
5/4/1946 on which the increased allowances under 
Section 16 (2) of the 1945 Act will fall to be com- 
puted. The basic figure on which the five-fourths 
are to be calculated remains, as before, at the Com- 
missioners’ discretion, and I see no reason for depart- 


.ing from the existing practice under which the one- 


fifth additional allowances would be ignored. 


3.—In calculating the wear and tear allowance for 
1947/48, when the additional allowance also falls 
due in 1947/48 in the case of diture on 
machinery or plant incurred during the two years 
ended 5/4/1946, I think the initial allowance need 
not be deducted before calculating the allowance of 
four-fifths. I know of no statutory sanction for the 
calculation of wear and tear allowance upon a written- 
down value, but the practice is well-established, 
and in so far as Section 16 (4) of the 1945 Act can 
achieve anything in its application to Rule 6, it does 
not in my view cover the case of the year of assess- 
ment in which the initial allowance is first granted. 
The matter is one for the ‘‘ Commissioners having 
jurisdiction,” and they would, I think, properly base 
the allowance they make on the written-down value 
as at 5/4/1946, but ignoring the additional one- 
fifths and also the initial allowance due in the year 


of assessment 1947/48. ; 
4.—The initial allowance will properly be included 


in any computation of deductions previously allowed 
whether for the purpose of arriving at Rule 6 allow- 
ances or otherwise. 


E.P.T. in Reverse—A Modest Beginning 


For the first time the Exchequer return contained 
last week an item for post-war refunds of Excess 
Profits Tax. The figure was moderate engugh—a mere 
£42,136—but it is indicative that payments of refunds 
inning. The figure is net of income, tax 


deducted fromthe gross sum due. 
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reagan E.P.T. Refund 
ret. NRETUNGS 

The editorial article on page 132 deals with some £s d 
broad questions on the subject of the refund of Excess Oe eet Oe papetle etek: of Oak, 
Profits Tax. In the present article, we consider the Adjustments WS gas Se _ Ne fd 
forms issued by, the Inland Revenue and some other ’ | 
issues arising. Net E.P.T. (or E.P.T. and N.D.C. ble 
; for pai which com station’ eantés 

The covering form, E.P.50, states that the Com-_ E.P.T. (or E.P.T. and N.D.C.) which would have 
missioners of Inland Revenue propose, where the been payable if E.P.T. rate had been 80 
requisite conditions are complied with, to make pay- POE GR Pinas late 5 whe!) sng 1) gee 
ments on account of the refunds which in their opinion —_ Gross payment on account, subject to tax 
are likely to be found due. paya le being paid os doe ~~ 

P 3 A pare Less Income Tax at 9s. in the {... 

A leaflet is enclosed which explains the position in ; 
regard to the refunds. The payment on account will be Net payment on account, subject to tax pay- 
equal to the amount by which the E.P.T. and N.D.C. able being paid. ewe ee 


paid for periods for which the rate of E.P.T. was 100 per 
cent. (less any sums repaid or repayable) would have 
. been decreased had the rate of E.P.T. for those periods 
been 80 per cent. The repayment will be made less 
income tax at 9s. in the f. If any E.P.T. or N.D.C. due 
is unpaid, it will be set off against the net refund. ° 

Form E.P.51 is also enclosed, being the “‘ Application 
for payment on account of post-war refund,” to be 
completed and returned to the Inspector of Taxes. 


This requires completion as to 

(a) Name and address of the original business (i.c., 
the business in respect of which the refund arises). 

(6) Name and address of the business in which the 
net refund is to be used. 

(c) Ifthe application relates to part only of the 100 per 
cent. periods, the period to which it relates, 
(Separate applications are necessary for each 
period of separate ownership.) 

(d) Changes subsequent to December 31, 1945. 

(e) If the refund is not to be used in the original 


business, details as to the business in which it | 


will be used, under specified headings. : 
(f) Ifthe right to a refund has been assigned, the facts 
regarding the assignment. 
No form is issued at this stage for the undertakings or 
authorities referred to in our article on page 132; this 
follows when the computation is agreed, and the refund 


follows in due course. The provisional computation is 
set out on Form E.P.52 as follows : 


Name J 

Period to which computation relates to 
Tax assessed | Amounts (if 

Relevant less amounts | any) held | Amount 
Chargeable -/| discharged © over or paya 
Accounting or repaid 
Period 
N.D.C./E.P.T.|N.D.C.| E.P.T.\N.D.C.|E.P.T. 
1 2 3 - 4 o*. 6 7 
Months to 


Provided the money is spent in the right direction 
—a proviso discussed at length in our editorial article 
—and the “ asset ” which it represents is thus disposed 
of, what is to happen to the credit balance in the books ? 
Can it be used by the Special Commissioners as an argu- 
ment for attacking a controlled company under Section 
21, Finance Act, 1922? It is doubtful if it could be so 
used, though there seems no legal bar. And suppose 
other reserves are by the spending of the refund released 
for dividends, are attacks to be made that this is an 
indirect distribution ? 

We think not ; the earmarking of the actual refund 
(the asset) seems to us to be enough. 

It does seem, however, that until spent, the net 
refund ought to be held in a special bank account so 
that the earmarking of its expenditure is beyond doubt. 
The legal mind is not yet tuned in completely to the two- 
fold nature of every transaction as recorded by double- 
entry book-keeping. 

It has been suggested that as soon as the money is 
legitimately spent, the credit can be used for dividends, 
thus : 


SUMMARISED BALANCE SHEETS 
On receipt of the refund : P 
Capital ... 100,000 Sundry (net) assets 110,000 


Profit and Loss A/c. 10,000 
E.P.T. Refund ... 20,000 Cash ve E.P.T. . 


20,000 
On expending the refund f 
Capital ... --+ 100,000 Sundry (net) assets 110,000 
Profit and Loss A/c. 10,000 
E.P.T. Refund 20, Development 


Expenditure ... 20,000 


There is now a fund of £30,000 belonging to the share- 


. holders as undistributed profits. The refund has been 


spent legitimately and it seems that a distribution would 
not offend the Act—or is it an indirect distribution of 
the refund ? And if only the £10,000 were distributed, 


_ would there even then be an indirect distribution of the 


refund? It is suggested that the connection is too 
remote. The suggestion is reinforced by the fact that 
many: increased dividends are being paid to-day. If a 
distribution is prior to the refund, it can hardly be said 
to be “ of” it; yet what is the real difference of one 
before or after the receipt of the money? A queer 
mix-up, which we hope will be clear in time. — 
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Some Features of General Rule 21 

Any yearly interest or other annual payment is 
payable wholly out of profits or gains brought into charge 
to tax. No assessment can be made upon the person 
entitled to the interest, etc., but the whole of the profits 
or gains must be assessed and charged to tax on the 
payer, who is entitled to recoup the tax on the interest, 
etc., paid (General Rule 19). 

In a recent case, Hearn v. Morgan and Pritchard v. 
Latham-Browne (reported in 200 Law Times 78), it was 
held that the above Rule expressly prohibits the Crown 
from taxing the recipient on annual sums falling within 
Rule 19. 

General Rule 21 takes up the story where the annual 
payment exceeds the profits or gains brought into charge 
to tax, by making the payer responsible for deducting 
tax from such excess and paying it over to the Crown 
(see the amendment made by Section 26, Finance Act, 
1927, strengthening the Rule). 

Further, in Section 209 of the Income Tax Act, 1918, 
there is the provision that in arriving at the amount of 
the profits or gains, no deduction shall be made on 
account of any annual interest or-other annual payment 
to be paid out of such profits or gains in regard that a 
proportionate part of the tax is allowed to be deducted 
on making any such payment. in, Rule 3 (1) of 
the Rules of Cases I and II of Schedule D provides that 
no deduction can be made in computing profits for any 
annual interest, etc., payable out of the profits. 

What, then, is the position where the payer does not 
deduct tax on making the annual payment? A first 
perusal of the provisions mentioned might appear to 
give this answer : that in no case can the recipient be 
assessed direct. It is evident, however, that that 
answer is only right where the payment is out of profits 
or gains brought into charge to tax so that Rule 19 
applies. If the payment is not out of profits or gains 
brought into charge to tax, the recipient can be assessed 
under Case III of Schedule D (‘‘ any interest of money 

. or other annual payment,” etc.). In Glamorgan 
Quarter Sessions v. Wilson (1910, 5 T.C. 537) it was held 
that Rulé 21 (then Section 24, Customs and I.R. Act, 
1888, and Section 25, Finance Act, 1907) gave an 
additional remedy to the Crown, but that if tax was not 
deducted, it did not prevent recovery from the 
recipient. Bray, J., said: “‘ The rule is simply an addi- 
tional power given to the Inland Revenue to obtain 
from the person paying as well as from the person 
receiving.” (Section 151, Income Tax Act, 1918, would, 
of course, be invoked to prevent a double charge.) 

It has been argued, unsuccessfully, that this decision 
is no longer valid since the passing of Section 26, Finance 
Act, 1927, but little can be hoped for on that ground, 
since in Moss Empires v. C.I.R. (1937, 21 T.C. 264), 


Lord Macmillan said: ‘‘ Rule 21 is not primarily a 
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charging section, but is part of the machinery of collec- 
tion. The charging enactment is found in Rule 1 of 
Case III, Schedule D.. .” ; 

The result appears to be that if an annual payment is 
in fact allowed as a deduction in arriving at the profits 
of a business, whether or not it is an annual payment 
from which tax would have been deductible had it not been 
so allowed, it becomes subject to Rule 21. Having been 
paid as a payment before arriving at profits, it is not 
paid out of profits. In the normal case, the payer is 
assessed thereon, but occasionally the Revenue take the 
other course and assess the recipient under Case III. 
It seems that the recipient must then pay the tax. 

It would be interesting to have a case argued on the 

apparent conflict between Rule 3 (1) of Cases I and II, 
Schedule D, and the present practice, which appears to 
have received judicial approval. This note has the 
object, however, of emphasising that the common 
thought that a payment is automatically a disallowable 
expense if tax is deductible at source is not necessarily 
always right. If the Revenue by mistake do allow 
such a payment, they can apparently remedy the error 
by assessing under Case III. Lest any reader dispute 
this, it can be said categorically that there is no hope of 


‘succeeding in a contrary view before the Special Com- 


missioners. 
Schedule E Expenses 

The tax deduction cards for 1946-47 P.A.Y.E. take 
the next step in the war against round sum expense 
allowances, which have been so freely used to avoid 
income tax. Before the card is returned to.the collector, 
there must be stated in spaces provided payments made 
to the employee for expenses (a) included in the total 
gross pay shown on the card, and (b) mot included in the 
total gross pay if more than £25 in the year (including 


‘any round sum allowance but excluding any payments 


of, or contributions towards, expenses that were actually 
incurred by the _employee in connection with his em- 
ployment). 

This gives effect to Section 19, Finance Act, 1939, 
the £25 limit being that consistently adopted in practice. 


P.A.Y.E.—Remuneration Paid in Year for another 
Period 

The 1946-47 tax cards also require the employer to 
state the amount of fees, bonuses, commissions, etc., 
paid in 1946-47 which relate to a period commencing 
before April 6, 1946, and the amount or approximate 
amount of any payment relating to 1946-47 which will 
be made after April 5, 1947. This is a welcome sign 
that steps are being taken to enable the 1946-47 assess- 
ments to be made more accurately at an earlier date 
than has hitherto been practicable. Details have also 
to be shown of any payments made in 1946-47 from which 
tax could not be deducted. 


Recent Tax Cases 


By R. A. FURTADO, Barrister-at-Law 


E.P.T.—Receipt of patent royalties by manufacturing 
company—W hether ‘‘ income from investments ’’—F. (No. 
2) A., 1939, 7th Schedule, Part I, para. (6). 

In C.I.R. v. Desoutter Bros., Lid. (C.A. 1945, T.C. 341), 
the Court of Appeal dismissed an appeal from the 
decision of the lower Court noted in our December issue. 
The main point before the Court of soeel. however, 
differed from the point upon which the judgment of 


the lower Court was based, and that judgment remains 
unchallenged. 

The principal argument of the company on the appeal 
was that the patent royalties were “income from 
investments,’’ and accordingly should be excluded from 
computation of the company’s profits for E.P.T. pur- 
poses ; this argument had not been pressed in the lower 
Court, as it was precluded by the decision in C.J.R. v. 
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Rolls Royce, Lid. (23 A.T.C. 187), and consequently the 
Rolls Royce case came to be reviewed on this appeal. 

In the Rolls Royce case the question was whether 
royalties received by a manufacturing company for the 
grant of licences to use certain patents were ‘‘ income 
from investments,” and the Court held that they were 
not ; the Judge, however, did not found himself entirely 
on the facts of the case before him, but based his judg- 
ment on the view that the word “‘ investment ”’ in para. 6 
of Part I of the 7th Schedule ought to be construed as 
“ investments acquired by the laying out of money.” 

The Court of Appeal in the present case declined to 
accept this construction, holding that there can be no 
general definition or test by which it can be determined 
whether income is “‘ income from investments ”’ or not, 
but the question must be decided on the facts of each 
case. The word “ investments ”’ in the rule is not used 
in any technical sense, but must be interpreted in its 
popular sense, and a patent may be an investment in 
one person’s hands, but not an investment in another 
person’s. In the words of the Master of the Rolls: 

- “To my mind, it is obvious that a patent in the 

hands of a manufacturer is quite a different type of 

property, both in the business and in the practical 

sense, to a patent in the hands of somebody who is a 

mere passive owner of the monopoly right.” 

A patent in the hands of a manufacturer who is exploiting 
it by granting licences will not generally be an invest- 
ment, but a patent in the hands of a person who has, 
in the popular sense, acquired it as an investment, will 
be 


It followed that the patent royalties received by the 
company were not “ income from investments,” and it 
is clear that the Court considered that the patent 
royalties in the Rolls Royce case were not “ income from 
investments,” although the Court disagreed with the 
general test there adopted. 

The decision is of importance, as there are probably 
cases where patent royalties have been included in 
E.P.T. computations on the strength of the test adopted 
in the Rolls Royce case and, as a result of this decision, 
they should be excluded. 


Income Tax and N.D.C.—Deduction from profits—Pay- 
ment to retiring directors in consideration of restrictive 
covenants securing non-competition—Capital. 


In Associated Portland Cement Manufacturers, Lid. v. 
C.ILR. (C.A., 1945, T.R. 347), the Court of Appeal 
affirmed the decision of the King’s Bench Division noted 
in our November issue. The decision makes it clear that 
lump sum payments to retiring directors to ensure that 
they do not engage in competing activities will in general 
be regarded as capital expenditure, and will not be 
allowable as deductions in computing profits. In our 
previous note on the case (November, 1945, page 39), 
it was suggested that in so far as the payment was made 


to relieve the trade from some potential or threatened 


embarrassment, it might well be regarded as revenue 
expenditure on the lines of the decisions in W. B. Noble, 
Ltd. v. Mitchell (11 T.C. 372) (payment to get rid of an 
undesirable director), and Southern v. Borax Consoli- 
dated, Ltd. (23 T.C. 597) (legal in defending 
title to real property). In the light of the Court of Appeal 


judgments, this view is wrong’; the Court regarded the . 


payment as made to secure a capital asset, i.e., goodwill, 
in the shape of the removal of two potential competitors. 
Upon that view, it was obviously capital expenditure. 

One interesting feature of the case is the analysis by 
the Master of the Rolls of the way the company had 
dealt with the payments in its accounts. No asset 


appeared in the balance sheet, but the payments were 


- 
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debited in the trading account, and this, the company 
argued, was a strong indication that the company 
regarded it as revenue expenditure. The Master of 
the Rolls, while observing that it is frequently helpful 
to consider the question from the accountancy point of 
view, pointed out that in this case it proved nothing, as 
the company had merely purchased a capital asset out 
of revenue, and had attached no value to the asset in 
its balance sheet ; this, as he observed, is by no means 
unusual, and the method in which the payments were 
treated demonstrated nothing.. 


Income Tax—Exemption—Charity. 

C.I.R. v. The National Anti-Vivisection Society (C.A., 
December 20, 1945). The Court of Appeal has, by a 
majority, affirmed the decision of Macnaghten, J. (noted 
in our December, 1945, issue, page 58), holding that 
the society is not entitled to exemption from income tax 
as a charity. Apart from the legal consequences of 
the decision, the case is interesting for the dissertation 
by the Lords Justices, and especially the Master of the 
Rolls, who dissented, on the problem facing the Court. 
The society claimed to be a charity on the ground that 
its purposes brought it within the recognised class of 
charities formed for “ purposes beneficial to the com- 
munity.” The society was prima facie “ beneficial to 
the community ” in that its object was to prevent ill- 
treatment of animals; it is well settled that such an 
object can be “ charitable,” as it tends to the advance- 
ment of morals and education among men. On the 
other hand, there was overwhelming evidence (which 
had been accepted by the Special Commissioners) that 
the practice of vivisection, which the society was formed 
to Oppose, was itself beneficial to mankind in a very high 
degree, and consequently the attainment by the society 
of its objects would be detrimental to the community. 
The question therefore was whether the prima facie 
moral advantage to the community which the society 
promoted gave it an indisputable claim to be recognised 
as a charity, or whether the Court should weigh the moral 
advantage against the material disadvantage in deciding 
whether, on the whole, the society was “ beneficial to 
the community.” The Master of the Rolls, in his dissent- 
ing judgment, was of the view that it was not permissible 
to weigh the public benefit in this way, and remarked on 
the difficulties which would arise if this had to be done in 
the case of religious and dole charities. The majority 
of the Lords Justices, however, held that the Court had 
to determine whether, on the balance, the purposes of 
the society were beneficial to the community, and that 
that question should be answered in the negative. If 
any other view were permissible, then, Lord Justice 
Mackinnon observed, a society formed to prevent the 
sale of rat-traps or insecticides might be charitable. 
The appeal was accordingly dismissed. 

The decision is of far-reaching importance both to 
societies which have long been recognised as charities, 
as well as to new societies claiming charitable status. 
This is, so far as the writer is aware, the first case in 


which a society which had already been held by the. 


Courts to be a charity has been determined, by a later 
decision of the Courts, to be non-charitable. There are, 
no doubt, many bodies which have been recognised as 
charities in the past which would not be recognised 
to-day ; indeed, in Re Grove-Grady (1929, 1 Ch. 557), 
Russell, L.J., observed that the legal definition of 
charity had been stretched almost to bursting point. 
Where any such charity is subsequently held to be non- 
charitable, important consequences will follow, not only 
for income tax purposes, but also in the administration of 
wills and trusts creating endowments in perpetuity. 
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The Month in the City 


FINANCE 


The gravity of the Persian situation in the middle of 
last month gave a sharp jolt to confidence in the stock 
markets. Although it was only in a few sections that the 
volume of selling was at all considerable, the heavy 
fall in prices which lasted for a few days demonstrated 
that the Stock Exchange can still show the normal 
reaction to risks it has failed to discount. The fact 
that the political crisis coincided with the threat of an 
outbreak of strikes in the motor industry contributed 
to the decline, but at the time of writing the mere 
absence of any further deterioration in the news has 
been taken as sufficient occasion for a moderate recovery 
in prices. The initial falls were particularly heavy in 
the more speculative sections of the market which 
contain the most volatile money. South African mining 
shares, for example, reacted very sharply, while the 
leading oil shares naturally suffered more than most 
from the trend of affairs in the Middle East. Industrial 
equities also fell back, but in their. case the decline 
does not seem to have been accompanied by much 
selling. Pressure to sell was more noticeable in the gilt- 
edged market, where prices in many cases retreated by 
over a point from the positions to which they have been 


‘laboriously raised in anticipation of new and cheaper 


borrowing by the Chancellor of the Exchequer. The 
fact that it may take a little time to restore prices to the 
levels appropriate to Mr. Dalton’s borrowing plans 
suggests that the announcement of a new loan may have 
to be deferred until after the Budget. Several near 
gilt-edge stocks are now to be issued at 99 for 25 years 
at 2? per cent., but the opinion still prevails that Mr. 
Dalton would like to go one better than this for the 
Government’s own ing. 


Budget Prospects ° 

The tendency for company dividends to be increased 
which was remarked on here last month, has since 
become more pronounced. Perfectly good reasons for 
a higher payment can be adduced in each individual 
instance, ‘and on general grounds there is every justi- 
fication for larger dividends as a reflection of the 
expansion in national income and the fall in the purchas- 
ing power of money. It may be recalled, however, that 
Mr. Dalton reintroduced the idea of “ moral” dividend 
limitation last September and that his supporters have 
recently shown signs of restiveness that it has been 
ignored. When questioned on the matter recently, 
Mr. Dalton indicated that he did not propose to take 
any action at present, but that he would have to recon- 
sider this decision if there were any wide departure 
from his appeal not to increase dividends. This leaves 


_ the matter entirely open, and although it may be fanciful 


to suppose that boards of directors are now int 

dividends as a means of forestalling the introduction of 
dividend limitation in the Budget, the general tendency 
towards higher payments may strengthen the arm of 
those numerous Government supporters who are known 
to be in favour of such a measure. There may be 


sufficient technical difficulties in the way of imposing . 


dividend limitation to make the proposal entirely 
impracticable, but it is nevertheless reckoned with as a 
possibility in many City quarters. What attains a greater 
degree of probability in Budget suggestions -is that 
E.P.T. will be entirely removed and its place taken by an 
increased percentage tax on profits, on the lines of 
N.D.C: Such a measure would remove some of the dis- 


incentives of E.P.T., while satisfying the Government's 
supporters that industry was continuing to make a 
special contribution. The objection that there is no 
justification for a discriminatory tax on profits as such 
might not carry much weight with the Government, 
and Mr. Dalton may also be anxious to have a source of 
revenue with a yield comparable to that of E.P.T. If 
he should go so far as to require from a new tax of this 
kind as much as E.P.T. will give at its reduced rate, it 
might be n to impose a profits tax of 20 per 
cent. It may be unduly pessimistic on practical grounds 
to anticipate such a high rate, but the investment 
implications of any tax on these lines deserve con- 
sideration. The greatest sufferers from the imposition 
of a percentage tax on profits would clearly be those 
companies whose E.P.T. liabilities had been small and 
whose capital was highly-geared. 


Japanese Bonds 

The various references made by Mr. Dalton during 
the past month about the prospects for Japanese bonds 
and the propriety of holding them have cost bond- 
holders nearly half the previous market value of their 
investment. It may be uncharitable to lay too much 
stress on the actual words he used in the heat of Parlia- 
mentary exchange, but it remains evident that he is not 
sympathetic towards the claims of bond-holders, and 
there is an indication that he regards the holding of 
Japanese bonds as morally objectionable. This sort of 
attitude on the part of a British Chancellor of the 
Exchequer is calculated to put new heart into past and 
prospective defaulters on their foreign obligations, and 
foreign bond prices in general have suffered from Mr. 
Dalton’s unfortunate approach to the problem. In the 
the case of Japanese bonds it is easy to job backwards, 
as Mr. Dalton has done, and say that the investment has 
not only turned out unprofitable, but has helped to 
promote the strength of our war-time enemies. At the 
time when Japanese loans were issued, Japan was our 
friend and investment in the country was beneficial to 
British trade. It would be absurd to expect bond- 
holders to foresee the exact shape of things to come. 
What remains now is to make the best of an admittedly 
disappointing situation, and to maximise the yield of our 
shrunken foreign investments. Mr. Dalton recognises 
this, but his championship of the overseas investor may 
be too grudging to be effective, and his remarks about 
the relative claims of war victims and bond-holders were 
quite beside the point. No reparations from Japan 
could possibly suffice to replace the losses of the former. 
They should be compensated by their own Government, 
which in turn should recoup itself as far as possible 
from Japan. The whole episode has been handled with 
little regard for the country’s true economic interests. 


Offers for Sale Resumed ome 
_ The first important offer for sale of existing securities 
since before the war has taken place recently in the case 


of International Twist Drill. The circumstances and- 


success of the operation provide an interesting com- 
mentary on the relative merits of placings and offers 
for sale which were discussed here last month. The 
cost of the International Twist Drill offer was actually 
lower than it would have been if the issue had been 


placed through the market, and while the low charges in 


this case may not be entirely representative, there 
were other important advantages. It was provided, 
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for instance, that subscription moneys should be returned 
to members of the public in the event of permission to 

deal not being granted, and subscriptions were payable 
in full on application in order to minimise “ stagging.” 
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The fact that the issue was nevertheless heavily over- 


. subscribed was inevitable. At least the method of 


allocating the shares was as fair as it reasonably can be 
under any arrangement. 


Points from Published: Accounts 


English Electric 

Amana the niet it Maiti Wihctiie te the winks 0 
the ordinary capital of D. Napier & Son, brought into 
account at the par value of £546,000. The accounts of 
this subsidiary are included with those of the parent. 
This statement is a helpful one, but it is difficult to 
resist the conclusion that shareholders would be given 
more assistance were consolidated accounts to be pre- 
sented instead. One of the objections to separate 
accounts for subsidiaries is that in order to obtain a 
composite view of the group’s affairs, the shareholder is 
forced to do a good deal of figuring which, though 
elementary, could be undertaken with greater con- 


venience Poe greater accuracy by the parent ~ 


company i In this instance, matters are com- 
plicated because the subsidiary’s balance-sheet date is 
three months earlier than that of the controlling com- 
pany. Moreover, the directors’ report states that 
“ the liquid assets of the company ’’—i.e., of the parent 
concern—amounted at December 31 to £2,846,962: 
Minor points about this calculation are that it includes 
£158,694 due by subsidiaries, although the main sub- 
sidiary was making use of a big bank overdraft at 
September 30 last, and geen ordinary and preference 
dividend requirements of £272,830, although these are 
shown in the balance-sheet under the heading of creditors. 
But the main consideration is that, on the same basis, 
the subsidiary had net current assets of £865,100, making 
it possible, even allowing for the difference in the 
respective year-ends, that the position of the group as a 
whole is a good deal stronger than would appear from 
the mention in the report. With the parent employing a 
bank overdraft of {2,506,274 at December 31, and the 
subsidiary similarly indebted at September 30 to the 
extent of £1,537,748, it would have been interesting to 
know the loan position for the group as a whole as.at the 
later date. 


Dorman, Long & Company 
Dorman Long is the latest of the big companies—it 
has a share and loan capital of 8} million, and there are 


group assets of over {20 million—to submit a con-. 


solidated balance-sheet and a consolidated fit and 
loss account. To some extent the benefits of this depar- 
ture are reduced because of the absence of comparative 
figures in the group accounts, but such figures are 
promised for future years. In the meantime, while the 
accounts published last time showed trading profits of 


£1,144,828, as determined after taxation, and including - 


income from the subsidiaries, the latest statement 
discloses a group trading surplus of £1,912,518, subject to 
£764,628 for taxation. Another interesting point is that 
whereas in 1943-44 the parent concern provided £275,000 
for depreciation, the group charge under this head for 
1944-45 is £396,372. In the parent’s balance-sheet 


current assets are shown at £9,568,697, exceeding current — 


liabilities: (exclusive of a tax provision of £1,581,853) by 
£7,746,023. In the consolidated statement the corres- 


ponding surplus (again leaving out of account a tax 


provision of £2,254,311) is £10,313,547. In addition the 
reserves and surplus of the group come out at 43,717,580, 
as compared with {2,633,186 for the parent alone, these 

figures being exclusive of reserves of rdinings, 7 and 
. £1,512,339 respectively for renewals, 


repairs 


and other purposes. The composite statement thus has 
the merit of indicating that the group position is appre- 
ciatively stronger than could have been estimated from 
the parent’s accounts alone. 
Fife Coal 

At this time of day it is a little disconcerting to find 
the Fife Coal Company standing so aloof from the main 
streant of accounting development that it still does not 
publish a formal profit and loss account. The profit and 
loss entry in the balance-sheet amounts to £288,526, and 
is described as “‘ balance at credit at December 31, 1945, 
after providing for depreciation, national taxation, 
etc.”” The report indicates that this balance is actually 
arrived at after (a) including the credit of £183,972 
brought in from last time, (b) carrying £100,000 to 
general purposes reserve, and (c) paying interim divi- 
dends of £35,832. From these particulars it is possible 
to calculate a net profit of £240,387, but it would be 
much preferable to have a profit statement in more 
orthodox form. If the recommendations of the Cohen 
Committee are implemented, as promised, it will be 
necessary for companies to submit profit and loss 
accounts not only drawn up on approved lines, but also 
duly certified by qualified auditors. 
International Paint & Compositions 

Although interests in subsidiaries account for as much 
as £540,575 of an assets total of £1,911,130, Inter- 
national Paint & Compositions does not submit con- 
solidated accounts. This deficiency is the more notable 
since in essentials the company’s own accounts are 
highly informative. For instance, provisions for income 


- tax and E.P.T. are disclosed separately, while the value 


of {82,770 placed upon the fixed assets is shown to be 
determined after deducting accumulated depreciation of 
£175, 687, of which 7 400 was provided out of the past 
year’s revenue. rofit and loss account does, 
however, contain a igen blemish, for the gross invest- 
ment income of £87,620 includes a “ profit realised on 
gilt-edged securities,’’ the amount of which is not there 
revealed. The report intimates, however, that the 
special credit in question amounted to £5,568. It would 
have been better to have incorporated this piece of 
statistical information in the profit and loss account, or, 
at least, to have endorsed that account with a reference 
to the relevant passage in the directors’ report. 


Books Received 
Palmer’s Company Guide. irty-fifth edition. 
' By J. Charlesworth, LL.D. (Stevens & Sons, Ltd., 
’- London. Price’ 5s. net.) (Formerly published 
- under the title of “ Shareholders’, Directors’ 
Voluntary Liquidators’ Companion. “a 
Survey of the Anglo-Egyptian Sudan, 1898-1944. 
By K. D. D. Henderson, Sudan Political Service. 
, Green & Co., London. Price Is. net; 
__ cloth bound, 2s. 6d.) 
A Seven-Day Course in Economics.’ By John E. 
-. - Almond, A.C.A., F.R.Econ.S. Second edition. 
(R. A. Starnes, 87, Ferney Road, E. Barnet, Herts. 
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re Legal Notes 


COMPANY LAW 

Remuneration of Receivers—Companies Act, 1929, Sec- 

In Re Greycaine, Ltd. (62 T.L.R. 222), Lord Uthwatt, 
in the Chancery Division, had to construe the words 
of Section 309 of the Companies Act, 1929, which states 
that the Court may, on an application by the liquidator 
of a company, fix the amount to be paid by way of 
remuneration to any person who, under the powers 
contained in any instrument, has been appointed as 
receiver of the property of the company. Two deben- 
ture trust deeds, under which two joint,receivers for 
debenture holders of the company were appointed, 
provided that the remuneration of any receiver appointed 
should be at the rate determined by the trustee for the 
debenture holders, not exceeding that provided by 
Section 109 of the Law of Property Act, 1925. The 
trustee authorised the receivers to retain out of the 


» mortgaged premises and/or the moneys to be received 


by them, by way of remuneration, a commission of five 
per cent. of the gross amount of all moneys received by 
them. The company was ordered to be wound up in 
1938. In 1944 one receiver died. The total amount 
received by the receivers was nearly £1,000 000, three- 
quarters of which represented trading receipts, so that 
on the percentage basis, the receiver’s remuneration 
would have been nearly £50,000. In May, 1945, the 
liquidator applied to the Court under Section 309 for 
the receivers’ remuneration to be fixed. In October, 
1945, the registrar ordered that the remuneration of 
the surviving receiver and of the deceased receiver 
should be allowed at £15,000. The surviving receiver 
and the personal representatives of the deceased receiver 
moved to discharge that order, which was intended to 
determine the total remuneration of the receivers from 
the beginning of the receivership. The Registrar told 
the Court that he had intended to apply a scale in which 
receipts were taken into account, and that he had made 
a slip in working out the scale he had in mind. All 
parties wished to have decided by the Court two ques- 
tions on the construction of Section 309, namely, whether 
the Court had any jurisdiction when a receiver had been 
appointed at an agreed remuneration, and whether an 
order could cover the past, or could deal only with the 
future. 

Lord Uthwatt said that the period to which the order 
applied presumably ended with the last receipt taken 
into consideration. The order was clearly unsatisfac- 
tory in form. The normal course would have been to 
discharge it forthwith, but it was desired to have the 
questions of construction determined. The Section 
applied only where a receiver had been appointed. 
Normally his remuneration would have been expressly 
agreed. The tical meaning of the word “ fix ” 
was clear and should be adhered to; it meant “ fix,” 
whether or not‘ thére was an operative agreement. 
Just as, under Section 79 of the Companies Act, the 
liquidator and creditors had rights which overrode the 
company’s bargain, so, under Section 309, the liquidator 
had rights denied to the company. As to the second 
question, the jurisdiction could be exercised with respect 
only to the future. It was to fix the amount, not “ pay- 
able,”’ but “ to be paid.” The purpose of the Section 


was to enable the Court, on a liquidator’s application, 
to regulate the course of business with regard to a re- 
ceiver’s remuneration once a winding-up had begun; it 
was not to enable the Court, once a winding-up had begun, 
to re-open matters duly carried out before an application 
under the Act had been made. Whether he was right 


or wrong in his construction, in view of the Registrar’s 
slip, the order must be discharged. To enable the matter 
to be effectively considered by the Court of Appeal, it 
would be remitted to the Registrar with a direction that 
any order made by him was not to relate to remuneration 
which, pursuant to the debenture trust deeds and to 
the instruments appointing the receivers, had accrued 
payable to the receivers before the date of the liquidator’s 
application. He understood that that direction was 
against the common practice which had been followed 
in windings-up since 1929. It was desirable to get the 
practice settled once for all, and he would give the 
liquidator leave to appeal. 


EXECUTORSHIP LAW AND TRUSTS 
Inheritance (Family Provisions) Act, 1938—Husband's 
application for, maintenance. 

It is not yet sufficiently appreciated that under the 
Inheritance (Family Provisions) Act, a husband or wife 
is bound, unless good reason to the contrary can be 
shown, to make adequate provision in the will for the 
surviving spouse. In Re Lawes Deceased (62 T.L.R. 231) 
the parties were married in 1915, when the husband was 
40 and his wife 35. There were no children. Mrs. Lawes 
died in 1944, leaving an estate of £4,500. By her will 
she gave her husband only a legacy of £200 and furniture 
worth £50. He also received £294 on the sale of land 
which had been vested in himself and his wife jointly 
and became his by survivorship. His wife had carried 
on a nursing home and he had had to pay £73 income tax 
on the profits of that business. The testatrix left the 
whole of the residue to the R.S.P.C.A. Mr. Lawes, who 
worked as a park-keeper, helped his wife with her nursing 
home and had grown vegetables for it. He submitted 
to the Court that he had only a very small income, and 
that the will did not provide him with reasonable main- 
tenance. He asked for an order under the Act. Vaisey, 
J., giving judgment, said the Act was vague and difficult 
to understand, and he had the greatest difficulty in 
deciding what order he ought to make. There seemed 
to be nothing to justify the testatrix in leaving almost all 
her property to the R.S.P.C.A., admirable though that 
institution was, and she did not seem to realise her 
obligations to her husband. He directed that the appli- 
cant should receive {1 a week out of his wife’s estate 


until his death or remarriage. 


MISCELLANEOUS 
Tenancy to limited company—Notice to quit addressed to 
divectors—Validation of War-time Leases Act, 1944. 

In Hawtrey v. Beaufront, Lid. (1946, W.N. 36), by an 
agreement dated March, 1939, the plaintiff granted to 
the defendant company, who conducted a school at 
Camberley, an option to rent his house in Somerset in 
case of any national emergency or war. That option 
was exercised on September 3, 1939, when the premises 
were let to the company “‘ for the period of the national 
emergency or European war . . . until such national 
emergency or war shall have been terminated by the 
signing of terms of peace or such other declaration by 
the Government that the national emergency no longer 
exists.” On June 15, 1945, the plaintiff addressed to 
the directors of the company at the company’s regis- 
tered address, a month’s notice to quit the premises. 


The company failed to deliver up possession, and the 


plaintiff brought this action, claiming possession. The 
company contended that the premises had been let to 
them for the whole of the national emergency, which 
had not yet been terminated in the manner provided in 
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the agreement, and also that as the notice to quit was 
addressed to the directors and not to the company itself, 
it was therefore invalid. 
Croom-Johnson, J., ruled against the company on 
both these contentions. Although it was doubtful 


* whether the Validation of War-time Leases Act strictly 


applied, the statute should be given a wide construction, 
and he treated the case as falling within the Act. But 
had the Act got rid of the term in the agreement provid- 
ing for a time for its determination ? In his view, the 
words in the agreement “ until such national emergency 
or war shall have terminated ”’ expressed the intention 
that the tenancy was for the duration of the war, in 
which case the plaintiff was entitled to terminate by 
one month’s notice in accordance with Section 1 (1) of 
the Act. But if that were wrong, he would have to 
consider the meaning of the words “ or other declaration 
by the Government, etc.” He thought that the broadcast 
declaration by the Prime Minister on May 8, 1945, was 
such a declaration. 

As to whether there had been a proper notice to quit : 
Notices to quit were documents of title, and must be 
strictly construed. It was important that they should 


be given to the proper persons. But as a limited com- ~ 


pany could only act through its agent, even if the notice 
had been addressed to the company, it would have had 
to be delivered to their agent or sent by post and dealt 
with by an agent. It was a rule of law that in a case of 
ambiguity, the Court would lean in favour of reading a 
document so as to give it validity ; he would therefore 
treat the notice to quit as a notice to terminate the 
company’s tenancy under the agreement of September 
3, 1939, as altered by the Act of 1944. The notice was 
addressed to the directors not as tenants, but as persons 
who must act on behalf of the company. The plaintiff 
was therefore entitled to an order for possession. 


Questions in Parliament 


Double Taxation 


On March 19, Brigadier Prior-Palmer asked the Chancellor 
of the Exchequer if, in view of the agreements signed between 
Great Britain and the U.S.A., the result of which is to afford 
considerable relief in the burden of double taxation, His 
Majesty’s Government are proposing to enter into similar 
agreements with the Low Countries and France. 

Mr. Dalton: Yes, Sir. I hope to start discussions soon. 

Mr. Heathcoat Amory asked the Chancellor of the 
Exchequer whether the Double Tax Convention signed in 
April, 1945, has yet been ratified by the U.S. Congress, and 
when this agreement is likely to become effective. 

Mr. Dalton: The United Kingdom is ready to ratify now, 
but in the United States the necessary approval of the Senate 
has not $et been given; when ratified, the Convention will 
have effect retrospectively to January 1, 1945, in the United 
States and April 6, 1945, in the United Kingdom. 


Chartered Institute of Secretaries 


_ Mr. A. M, Allen, M.A., B.Com., Ph.D., was appointed 
Secretary of The Chartered Institute of Secretaries, and 
has now succeeded to the late Mr. C. H. |. Isdell-Carpenter. 
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The Canadian Loan 


Unlike the proposed ctedit from the United States, 
the loan negotiated with Canada arouses no mixed 
feelings in this country, but is universally acclaimed. 
The difference lies in the fact that in the case of the 
Canadian loan, there are no invidious conditions 
obliging this country to forgo its trading advantages 
before the credit becomes effective. The Canadians 
have, in fact, granted us without provisoes a loan of 
no less than $1,250 million, or £281 million, at the 
non-commercial rate of interest of 2 per cent., payable 
from 1951. The loan will be repayable over 50 years 

inning at the end of 1951. There will also be a 
waiver of interest payments in any year in which the 
visible and invisible exports of the United Kingdom 
are on the average of the five preceding years less 
than £866 million. These provisions regar interest 
and repayment are the same as those of the American 
loan, but it cannot be too rye gt stressed that all 
the attendant obligations of that loan are absent in 
this case. All the United Kingdom agrees to do is to 
accord to Canada treatment in. respect of —/ 
controls and import restrictions no less favourab 
than that which will be allowed any other country— 
a provision which is obviously intended mainly to 
oe the Dominion equality with the United States. 

ere is an addendum that if re-consideration of the 
agreement is justified by the prevailing conditions of 
international exchange, or by any material 
in the situation, modifications will be considered— 
this must be taken to mean that unless the American 
credit is finally approved by Congress, our discussions 
with Canada will have to be resumed. Meanwhile, 
the fate of the American loan remains uncertain, 
though the balance of probability is that it will be 
agreed. The Conference on International Trade 


which was to have been held this autumn has been 


postponed until 1947 as a result of the delay in 
ratifying the American loan. There will, however, 
be a preliminary meeting in Se tember next between 
those countries, numbering fifteen, and including _ 
the United Kingdom, which have accepted in principle 
the American proposals on the development. of multi- 
lateral trade. 


The Canadian t also cancels this country’s 
indebtedness, amounting to $425 million, in respect 
of the Commonwealth Trading Plan, and continues 
until January, 1951, the interest-free loan of $700 
million granted in 1942. Subject to payment by us of 
$150 million, all other Canadian claims are cancelled, 
including the cost of food and other supplies delivered 
between V-J day and the end of February of this year. 
The major part of the credit will be spent in the 
Dominion of Canada which will, therefore, itself 
benefit considerably, having regard to its great 
dependence, partly as a result of war-time develop- 
ments, upon its export trade. But this does not at 
all detract from the generous spirit in which the 
Canadians have approached these negotiations, a 
ig which was exemplified during the war by a free 

of $1,000 million, as well as the interest-free 
credit of $700 million. 


f 
; 7 
y 
% 
ir’s , 
ter : 
* ee 
lat | 
ion 
: ’ 
ied J 
r’s 
fas 
ed 
he 
he 
is 
le 
fe 
ye 
ie 
) 
S 
S ee 
ee 
os | 


Publications 


Accounting in the Administration of Large Business 
Enterprises. By Charles A. Heiss. (Harvard 
University Press, Cambridge, Massachusetts ; 
Humphrey Milford, London. Price $1.25 or 7s. 6d. 
net.) 

This book contains the Dickinson Lectures for 1942-43 
delivered at the Graduate School of Business Adminis- 
tration, Harvard University, by Mr. Charles A. Heiss, 
Comptroller of the American Telephone and Telegraph 
Company for over 22 years. It is a distinguished 
addition to the series. 

“* Business management (which includes the adminis- 
trative accountant) must assume a threefold responsi- 
bility and recognise the fact ... that it is a pro- 
fessional trustee acting in the joint interest of owners, 
workers and customers ”’ (p. 59). This is the standard 
of stewardship which Mr. Heiss sets. He insists that 
in the discharge of his particular responsibilities the 
administrative accountant should be thoroughly familiar 
with the business, ethical and professional standards to 
be observed in his work, for it is the administrative 
accountant who must accept primary responsibility for 
the integrity of the accounting and financial records of 
his organisation. The function of the independent 
auditor is confirmatory. 

The need for the administrative accountant to be 
familiar with the technical conditions of the business in 
order that he may supply promptly to all grades of 
executive and supervisory staff the costing and other 
data which they require for the efficient discharge of 
their duties is fully recognised. ‘‘ The administrative 
accountant to whom little things and big things appear 
about the same size is most unlikely to earn the esteem 
of his executives’”’ (p. 25). The scope for statistical 
analysis of trends and fluctuations is closely examined, 


not only as a means of interpreting accounting and — 


costing data but also in the larger field of general business 
and financial conditions affecting the activities of the 
undertaking. 

The chapter on “‘ Accounting for Depreciation ”’ (p. 37) 
will be read with special interest. Ordinary depreciation 
charges rhust, it is argued, be fixed by reference to past 
experience and engineering investigation of current 
design, coupled with ‘‘ the active judgment which fuses 
the experience of the past ... and the expectation 
for the future”’ but extraordinary losses which may 
flow from exceptional hazards should be provided for 
as a supplement to the normal depreciation charges 
in so far as they cannot properly be left for amortisation 
out of future profits. This approach closely parallels 
modern thought and practice in this country. 

Pitfalls in the way of the development of machine and 
other systems of accounting, the limitations of budgetary 
control, and the importance of unit costs as a standard 
against which to measure actual performance, are 
searchingly analysed in the light of many years of 
practical experience. 

An efficient accounting and costing system is essential 
to the adequate administration of the large-scale business 
of to-day, and these lectures are an outstanding and 
stimulating contribution to the study of the principles 
upon which such a system should rest. They should 
phir engage se lene a gilt 
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Guide to Medical Practices. By Ramsay Brown. 
(H. K. Lewis & Co., Ltd., London. Price 5s. net.) 
This little book is written in a very interesting manner. 
It is eminently suitable to place m the hands of a young 


medical man who contemplates commencing in practice. 
The author sets out to describe and compare general 
medical practices from the point of view of finance ; but 
throughout the book the angle of vision is much wider 
than is suggested by that expression, and a great deal of 
excellent advice, arising clearly from much experience 
of practical professional dealings with medical men, is 


given. So far as the reviewer is aware, there is no other | 


book which covers anything like the same ground. 

The author discusses purchasing a practice, valuing 
goodwill, and obtaining ‘finance; and the relationship 
between vendor and purchaser. He wisely stresses the 
importance of drawing up a budget before the doctor 
commits himself; this, as he points out, sometimes 
reveals rather unexpected results which ought to be 
weighed by the intending practitioner. Simple forms of 
account are explained, and whilst there is a short 
reference to taxation, the practitioner is advised to have 
recourse to a practising accountant, in view of the com- 
plexity of these matters. There are finally sections on 
panel practice and on debt collecting. 

Many young doctors are now being released, from the 
Services and will be contemplating their future careers, 
making decisions the results of which for good or ill will 
remain with them all their lives. No better service 
can be rendered to such men than to send them each a 
copy of this book, even though the projected Govern- 
ment legislation on the buying and selling of practices 
will quickly cause part of the work to “‘ date.” —W. J. B. 


The Income Tax Act, 1945. By N. E. Mustoe, M.A., 
LL.B., Barrister-at-Law, with examples by S. W. 
Rowland, LL.B., F.C.A. (Butterworth & Co. 
(Publishers), Ltd., London. Price 15s. net.) 

The complexity of the Income Tax Act, 1945, has 
created a widespread demand for a book that sets out 
to explain its meaning Section by Section, and to 


correlate its provisions with those of other statutes. 


In form this book is well suited to its purpose. The 
text of the Act is annotated and explained, with examples 
illustrating the operation of many of the sections. A 
useful appendix reproduces the existing provisions 
regulating the allowances in respect of wear and tear, 
obsolescence, mills and factories, exceptional deprecia- 
tion, scientific research and maintenance under Schedule 
A. There is a general introduction, but the degree of 
condensation is such that it will probably be found of 
greater value if read with and as an additional com- 
mentary on the text of the Act. 

The substance is less commendable. Haste in pre- 
paration and proof-reading is evidenced by a number of 
printing and other slips, and by more than one instance 
of conflict between the principles followed in the illus- 
tration and those stated in the notes immediately 
preceding it. There is insufficient cross-referencing with 
the Miscellaneous Provisions in Part VIII of the Act, 
many of which need to be read with Sections in the 
earlier Parts. 

Some of the conclusions stated in the notes and 
examples will not be readily accepted. Under Part I, 
Section 8 (1) hardly appears to authorise the sweeping 
statement that “‘ every building or structure which was 
provided by a trader for the welfare of the workers 
employed in the trade is an industrial building or struc- 
ture as long as it is in use for that purpose.”’ Under 
Part II, the illustration on page 35 ignores the absence 
from Section 15 (2) of any mention of the additional 
one-fifth deduction under Section 22 of the Finance 
Act, 1938 ; and on page 37 the interpretation placed on 
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Section 16 (4) appears to overlook the conditional form 
of the subsection. Under Part III, it cannot be correct 
to say (as on page 48) that the initial allowance, which 
is provided by Section 26, is applicable to “‘ the ap- 
pointed day expenditure ”’ arrived at in accordance with 


the First Schedule for the purpose of annual allowances 


under Section 27. As regards Part V, the notes on 
Section 35 ignore the important point that it is not 
necessaty for the non-trading purchaser of patents to 
receive income therefrom in the year of assessment, a 
potential income being sufficient to entitle him to the 
annual allowances provided by the Section. 

The list could be extended, but it is adequate to sug- 
gest that this book cannot be taken as completely 
authoritative. However, the reader who is prepared 
first to study the relevant Sections and to exercise his 
own judgment, will find the book -useful as bringing 
together all material legislation, and providing a set of 
interpretations against which to check his own.—J.E.T. 


Accountancy. By K. A. Coles, M.A., F.C.A. (Robert 

Ross & Co., Ltd., Rolls House Publishing Co., Ltd., 

2, Breams Buildings, London, E.C.4. Price 2s. 6d. 
net, post free 3s.) 

This is one of a series of “‘ Careers” books. The 

author has been particularly careful in giving the 

exact details in regard to examinations and qualifications 


Charles Howard 


Incorporated Accountants will have learned with 
regret of the death on March 16 of Mr. C. H. Isdell-Carpenter, 
O.B.E., Secretary since 1912 of the Chartered Institute of 
Secretaries. His sudden death is the more poignant by reason 
of his contemplated retirement at the end of March, and of 
his recent election as an Honorary Member of that Institute 
—an honour rarely accorded. 

During his tenure of office the number of Chartered Secre- 
taries has increased from 3,600 to 12,800—-partly by growth 
and partly as a result of the amalgamation of the Incorporated 
Secretaries’ Association with the Chartered Institute. Mr. 
Isdell-Carpenter took an active part in the negotiations for 
that amalgamation, and among his further signal services 
were the arrangements in 1928 for the acquisition from the 
Curriers’ Company of the Hall of the Chartered Institute of 
Secretaries. It was a great blow to him that this handsome 
building and all the Institute’s records were completely 
destroyed by enemy action; but with much courage and 
tenacity, Isdell- ter and his staff reorganised the 
Institute’s work and built up current records. 

During the 1914-18 war he served as an officer of the 
R.N.V.R., in Malta, and was awarded the O.B.E. in recogni- 
tion of voluntary work in relation to comforts for the —_ 

Christ’s Hospital, where he was educated (1887 to 1894) 
had a large claim upon his affections, and he was well known 
to a large circle of Old Blues. He was a Foundation Governor 
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in all the accountancy bodies which have obtained 
Parliamentary recognition. The prospects for the 
young accountant are considered from a commonsense 
point of view; the prizes are not painted with too 
much glitter, whilst, on the other hand, the difficulties 
and work involved in the course of qualification are not 
over-stressed. The opportunities in professional practice 
receive a special chapter to themselves, but Mr. Coles 
deals equally fully with the many openings now available 
to those accountants who do not desire to remain 
associated with public accountancy practice. He 
points out that the demand for skilled accountants lies 
not only in industry and commerce, but that important 
appointments are also held by them in Government 
departments, in local authority offices and in public 
utility undertakings. Cost accountancy and municipal 
accountancy receive ial consideration, and the 
author has fully realised the widening of the accountancy 
profession which has been so marked during the last 
20 years. In calculating the cost of qualification under 
articles Mr. Coles gives credit only for a refund of part 
of any premium paid, but experience suggests that in 
many cases articled clerks are paid a salary during the 
term of articles which is considerably higher than a 
proportionate part of the premium. The book gives all 


- the essential information for those who desire to adopt 


accountancy as a career.—R. A. W. 


Isdell-Carpenter 


and a member of-the Council of Almoners, and in addition 
ve valuable service as Hon. Secretary of the Amicable 
Society of Blues, and as a Director of the Benevolent Fund. 

His appointment as Secretary of the Chartered Institute 
of Secretaries was subsequent to call to the Bar by Gray’s 
Inn in 1910, and not long thereafter he was admitted to the 
Livery of the Turners’ Company, of which he was Master in 
1932, and recently appointed Clerk. 

Many will recall the brilliant dinners given at Guildhall, 
London, by the Chartered Institute of Secretaries. The 
arrangements for these functions, especially in the City of 
London, appealed to Isdell-Carpenter’s imagination and 
temperament, and their conspicuous success was a tribute to 
his organising ability. 

With the secretaries of many other professional bodies he 
established friendly and helpful relations, and they appre- 
ciated his keenness for his work and for the interests of his 
members, and his ready response to calls made upon his 
time and experience. 

Among those who attended the funeral at St. James's, 
Hampton-on-Thames, were Mr. Joseph Stephenson, O.B.E., 
F.S.A.A., President of the Chartered Institute of Secretaries, 
and Mr. A. A. Garrett, Secretary of the Society of Incor- 

rated Accountants, who also ted the President. 

of the service was taken by Mr. Isdell-Carpenter’s son, 
the Rev. Philip Isdell-Carpenter. 


Society of Incorporated Accountants 


SCOTTISH BRANCH 


Visit of the President to Glasgow 
A meeting of the Council of the Scottish Branch was held 
in Glasgow on March 15. Mr. Robert T. Dunlop, F.S.A.A., 
President of the Branch, presided. 


Mr. Fred Woolley, F.S.A.A., President, and Mr. A. A. 


Garrett, Secretary of the Society, were present, and the 
Chairman extended to them a cordial welcome on their 
visit. Mr. Woolley thanked the Scottish Council for affording 
him this opportunity of meeting the Scottish members and 
Mr. Garrett also expressed his thanks for the opportunity to 


meet them again. 


Mr. Dunlop stated that now that the war was over he 
wished to retire from the office of President of the Branch, 
which he had held for ten years. His resignation would 
take effect after the annual meeting that day. Mr. D. R. 
Matheson, M.A., ory ag ey eer P FSA. 
the ensuing year, and Mr. r, J.P., F.S.A,A., 
Edinburgh, and Mr. P. G. S. Ritchie, F.S.A.A., Glasgow, 
were re-elected Vice-Presidents. Mr. Robert Fraser, F.S.A.A., 
Glasgow, was elected to fill a vacancy as Vice-President. 

In the forenoon the President and Mr. Garrett, accom- 
panied by the Assistant Secretary, Mr. J. Hawthorne Paterson, 
visited the Society’s Glasgow office, and also the Glasgow and 
West of Scotland Commercial College, where they were 


received by the Principal, Dr. Pettigrew Young. 
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After the meeting the Council entertained the President 
and Mr. Garrett to lunch. There were also present Sheriff- 
Principal Charles Milne, K.C., Sir David Allan Hay, K.B.E., 
C.A., and Mr. W. L. Davidson, C.A., President and Sec 
respectively of the Institute of Accountants and Actuaries in 
Glasgow, and Professor D. A. S. McLeish, M.A., LL.B., 
Professor of Conveyancing in Glasgow University. Mr. R. T. 
Dunlop presided. 

Short speeches were made by the Chairman, Mr. Woolley, 
and others. In the course of his remarks Sir David Allan Hay 
referred appreciatively to the work done by Mr. Richard 
Witty in connection with the negotiations for the co-ordina- 
tion of the profession. 

At the conclusion of the annual meeting the President 
and Mr. Woolley proceeded to the Municipal Buildings, where 
they were entertained to tea by the Right Hon. Lord Provost 
Hector McNeill. There were also present Mr. A. A. Garrett, 
Mr. R. T. Dunlop, Mr. P. G. S. Ritchie, Lieut.-Commander 
Festus Moffat, O.B.E., and Mr. James Paterson. 


Annual Meeting , 

The Annual Meeting of the Scottish Institute of 
Accountants, the Scottish Branch of the Society, was held 
in Glasgow on March 15. Mr. Robert T. Dunlop, F.S.A.A., 
President of the Branch, presided over a very good attendance 
of members. He was supported by Mr. Fred Woolley, 
F.S.A.A., President of the Society; Mr. A. A. Garrett, 
Secretary of the Society ; Mr. D. R. Matheson, M.A., LL.B., 
F.S.A.A., and Mr. P. G. S. Ritchie, F.S.A.A., Vice-Presidents ; 
and Mr. James Paterson, F.S.A.A., Secretary of the Scottish 
Branch. 

The Report and accounts were adopted. The retiring 
members of Council and the auditors were re-elected. 

Mr. Dunlop stated that after this meeting he was retiring 
from the office of President of the Branch, and as the repre- 
sentatives of the Branch on the Council of the Society of 
Incorporated Accountants at London had always been the 
President and the Secretary, he had pleasure in proposing 
his successor, Mr. D. R. Matheson, and Mr. James Paterson, 
Secretary, as the Scottish representatives. This was seconded 
by Mr. John Stewart, Grangemouth, and unanimously 

to 


The Chairman said he had now the pleasure of extending 
a hearty welcome to Mr. Woolley, the President of the 
Society, and to Mr. Garrett, both of whom had travelled long 
distances at some inconvenience to attend this meeting. 

Mr. Fred Woolley, who was warmly received, said he was 


- very pleased to see so many present. The Scottish Institute 


had been in existence before the Society had commenced its 
life, and had been working for the improvement of the 
professidn in Scotland for a long time. He was glad to make 
contact with the Scottish members. He could assure them 
that the Scottish representatives on the Council of the Society 
contributed their weight in matters of policy and other 
questions of complexity and difficulty. Mr. Woolley paid a 
tribute to Mr. Dunlop’s services as a member of the London 
Council; and said his successor would be warmly received into 
their counsels. 

The London Council, said Mr. Woolley, placed a high value 
on the work of the Branches and District Societies and would 
like them to be as useful and as efficient as possible. They 
could be of great assistance to the younger members by 
lectures and other activities. The Appointments - Bureau 
at Incorporated Accountants’ Hall was doing excellent 
work. It initiated contacts between qualified men who sought 
appointments and employers who had openings. Reference 
was made to the Refresher Course held at Oxford in December 
which had been a great success. Other courses had been 
arranged at Oxford and Cambridge, information regarding 
which could be had by application to Mr. Garrett. 

As regards co-ordination of the profession, Mr. Woolley 
said the long-drawn-out and patiently followed negotiations 
between the various accountancy bodies had at last reached 
a stage at which they could soon be communicated to the 
members of the various bodies interested. In this connection 
he paid a warm tribute to the work of Mr. Richard A. Witty. 

Mr. Woolley next referred to the Government’s policy of 
natiorfalisation and its probable effect on the profession of 
accountancy, especially on the younger members who viewed 
the proposals with concern. Nationalisation might mean 
the loss of audits and other specialised forms of accountancy 
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work, but would not in itself reduce the net demand for pro- 
fessional service—it was more likely to increase that demand. 
In view of the forthcoming industrial ion which would 
take place in the future, he considered that accountants 
would have nothing very much to fear from nationalisation, 
although there might be more grouping and, therefore, the 
loss of some individual appointments. In his view, national- 
isation would only affect about 20 per cent. of the industry 
of the country. The Council were watching the position 
carefully and would do everything possible to safeguard the 
interests of the members. 

At the close of his address Mr. Woolley presented prizes 
from the W. Davidson Hall Fund to two Scottish candidates, 
Mr. W. H. Chalmers and Mr. David D. Guthrie, both of Dun- 
fermline, who passed in the Final Examination in July, 1945. 

A very cordial vote of thanks was given Mr. Woolley for 
his address and to him and to Mr. Garrett for their attendance 
at this meeting. Mr. Woolley and Mr. Garrett briefly replied. 

Mr. Dunlop also received a hearty vote of thanks for his 
services during the last ten years as President of the Branch, 
and as one of the representatives of the Branch on the London 
Council, and for presiding at the annual meeting. 


BELFAST AND DISTRICT SOCIETY 


Mr. F. Woolley, F.S.A.A., President of the Society of 
Incorporated Accountants, was present at the Belfast and 
District Society’s first dinner since 1939, held on March 1. 

Mr. H. McMillan, the President of the District Society, 
said that they were looking for other premises to replace 
their headquarters destroyed by enemy action in May, 1941. 

Referring to what he described as the “ war’’ between 
State control and private enterprise, he said that the only 
solution would be found in a combination of both. Some 
measure of State control was n and there must be 
room for private enterprise if trade and industry were to 
prosper and expand. Whichever system prevailed, there 
was no doubt that the services of the accountancy profession 
would be required and that the value of the accountant to the 
community would be recognised in ever-increasing measure. 

After sympathising with the District Society on the loss 
of their headquarters, Mr. F. Woolley spoke of the great 
difficulties under which the staff at Incorporated Accountants’ 
Hall were working. ‘“‘ It has been a difficult time for all of 
us,”’ he added, ‘‘ but I am glad to say that in spite of it all 
quite a number of our District Societies have carried on— 
not their full peace-time programme—but have done the best 
that could possibly be expected in the circumstances.” 

Alluding to the high standing of the Society of Incor- 
porated Accountants, Mr. Woolley said he was glad to 
say that they were finding it possible to co-operate with other 
accountancy bodies on matters of high policy, affecting the 
interests of the accountancy profession, on terms of goodwill 
and mutual respect. 

Mr. Woolley said that they aimed at the attainment of a 
high standard of professional equipment, competence and 
ability to serve their clients in the best possible way. They 
aimed at that standard, first of all, by ensuring that a satis- 
factory educational background was possessed by those who 
sought to enter the Society. They secured that by pro- 
fessional training and be» the tests of examination. Those 
tests of examination, admittedly, and he thought, rightly, 
were exacting. They were sufficiently exacting to make 
sure that the right type of student or clerk was admitted to 
membership of the Society. 

The other great principle for which they strove was the 
maintenance of professional integrity. They sought to 
secure that first of all by attracting men of the right type and 
character. 

Referring to the existence of the Disciplinary Committee, 
Mr. Woolley said that it carried a very great responsibility 
in guarding the interests of the Society. It was extremely 
satisfactory to be able to say that there were very few cases 
calling for investigation ; that suspension or reprimand was 
quite rare and expulsion from membership was still rarer. 

The toast of “‘ Returned Prisoners of War,” proposed by 
the Vice-President, Mr. J. S. Lewis, F.S.A.A., was acknow- 
ledged by Mr. C. C. Harvey, A.S.A.A., and Mr. R. H. 
Anderson. 

Responding to the toast of “ The Students’ Society,” 
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roposed Mr. Robert Bell, F.S.A.A., Mr. A. Har- 
inson, A.S.A.A., said that they had followed with very 
great imterest the negotiations the Society had had with 
various influential bodies. He thought of such things as the 
conversations the President and Mr. A. Stuart Allen had 
had with the Chancellor on the whole subject of taxation at 
the end of 1942, and how those conversations had helped to 
influence taxation policy. 

He thought also of the evidence which had been given 
before the Cohen Committee by Mr. E. Cassleton Elliott and 
Mr. A. Stuart Allen. He was sure, also, that they all recognised 
the very great services rendered to the profession by the 
Research Committee, particularly in their publication 
“ Design of Accounts,’’ and he asked the President to convey 
to Mr. F. Sewell Bray and Mr. H. Basil Sheasby, the authors, 
the good wishes and thanks of the Belfast Students’ Society. 

A recent development had been of particular interest to the 
Students’ Society, namely, the negotiations between the 
accountancy bodies and the universities, under which part 
of one’s accountancy training could be carried out at the 
University. In this connection, he suggested that one 
additional subject should be included in the examination 
syllabus of the Society—General Administration. This 
subject would be primarily concerned with how to plan and 
organise the work to be done by the staff, and how to com- 
mand, co-ordinate and control their efforts, and would 
include, amongst other things, the whole subject of develop- 
ment and personality and ability to transmit one’s ideas. 
He believed that training on.these lines would be of in- 
estimable benefit to accountants both in practice and in 
industry, and would enable them to shoulder the increased 
responsibility which society was placing upon them. 


DINNER AT DUBLIN 


For the first time since 1938 an annual dinner of the Society 


of Incorporated Accountants in Ireland was held on March 2,. 


when there was a large and representative gathering at the 
Royal Hibernian Hotel, Dublin. The function was presided 
over by Mr. A. J. Walkey, President of the Society in Ireland, 
and among the guests were Mr. F. Woolley, J.P., President 
of the Society of Incorporated Accountants and Auditors ; 
Dr. E. H. Alton, Provost of Trinity College, Dublin ; Mr. G. 
Brock, President, Dublin Chamber of Commerce; Mr. A. A. 
McCarthy, LL.D., Registrar, National University of Ireland ; 
Mr. John Maher, F.S.A.A., Comptroller and Auditor-General ; 
Mr. F. H. Pim, President, Institute of Chartered Accountants 
in Ireland; Mr. W. P. Pearson, President, Association of 
Certified and Corporate Accountants, Irish Branch; Mr. 
G. M. B. Murtagh, Examiner, High Court of Justice; Mr. 
W. L. White, Cork; Professor John Busteed; Mr. A. A. 
Garrett, M.B.E., M.A., Secretary of the Society of Incorporated 
Accountants; Mr. H. McMillan, President, Belfast and 
District Society ;- and Mr. R. J. Neely, Hon. Secretary, 
Belfast and District Society. 

Mr. A. J. Walkey, proposing the toast ‘‘ Trade, Industry 
and Commerce,” said that the world had suffered the greatest 
and most disastrous war of all time, and in the principal 
countries involved the whole fabric of civilisation had been 
broken to pieces. The working man and woman, too, had 
to turn their hands to the production of the engines of war 
with far ter energy than they ever devoted to the occu- 
pations of times of Even in their country, which, save 
for the city of Belfast, suffered See little war 


damage, shortage of raw materials and of manufactured goods . 


caused very severe restrictions on business generally, and 
it was not, in many cases, possible to improvise. They were 
now passing through a time of entirely false values. In the 
twenty-six counties the cost of living had risen by seventy 
per cent. above the level of 1939, and it was almost three 
times what it was in 1914. The Government had done its 
best to keep things going by organising the turf industry, 
by the rationing of food, clothing, and other necessaries of 
life, and generally, by trying fairly to apportion what was 
available, first, to vital industries and public services, and 
secondly, to the general public. The Government had taken 
steps to control prices, profits and wages, and so many 
Emergency Powers Orders had been issued that it was 
doubtful whether any citizen passed a day without trans- 
gressing one or more of them, innocently or otherwise. With 
all these restrictions, coupled with heavy taxation, it was most 


_ difficult to plan ahead for the days when some or many of 


- 


. woulc. realise the need for some control. He 
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these restrictions should be removed. They certainly could 
not slip back once again to the more or less easy ways of 1939, 
and unless improved methods of production and distribution 
were adopted they would have to endure high costs and 
increasing competition from other countries. 

Mr. G. Brock, President of the Dublin Chamber of 
Commerce, assumed that the toast to which he was replying 
was confined to their country, but obviously they could not 
have much trade, industry or commerce unless they had 
activity in other countries also. They in Ireland had to 
depend to a tremendous extent on raw materials, and on a 
number of partly manufactured and manufactured goods 
for their greatest industry—agriculture. They relied, too, 
on outside supplies for a large number of their secondary 
industries, and for some of the primary industries started in 
Eire. Accountants would always think of prosperity in 
terms of activity of a normal character rather than in terms - 
of the activity that had been their lot in the recent past. 
Mr. Brock said that the total of income tax, corporations 
profit tax and excess profits tax collected in Eire for the year 
1944-45 came to £16,500,000. The bulk of that sum came 
from industry. If they remembered that something over 
four million pounds came from corporations profit tax, with 
the bigger part of it from excess corporation ‘aoe tax, they 

oped, however, 
that they would get away from high taxation and control 
of the type at present exercised. 

Proposing the toast of “ The Society of Incorporated 
Accountants and Auditors,’ Dr. E. H. Alton, Provost of 
Trinity College, Dublin, said he was delighted to learn that 
their great Society recognised the importance of university 
training. The University of Dublin awarded diplomas in 
many subjects which their Society regarded as of paramount 
importance. To-day it was realised how important it was 
that the Universities should be linked up with the business 
world. The church, medicine, law, engineering, and arts 
were catered for but they needed a link with business, on which 
social advances largely depended. He was glad to learn 
that a university graduate was given special facilities by 
which he could get his articles in three instead of five years. 
He hoped there would be further progress in linking up with 
the Universities. ; 

Mr. F. Woolley, J.P., F.S.A.A., President, Society of 
Incorporated Accountants and Auditors, responding, said 
that reference had been made by Dr. Alton to a link between 
the Universities and accountancy. With the two other 
leading bodies of accountants in Great Britain his Society 
had been making arrangements by which accountants in the 
future could have the benefit of a University training if they 
so desired. They felt that those students who availed them- 
selves of the facilities to be provided would have the firm 
foundation of a sound education, which would enable them 
the better to tg og themselves for the career that lay 
before them. It was hoped that in all cases possible em- 
ployers would en their intended pupils under articles 
to avail themselves of this opportunity of iating educa- 
tion in its highest form with preparation for their life’s work 
in the profession of accountancy. (Hear, hear.) The 
arrangements now made for associating a University training 
and degree with service under articles would result in the 
production of men of even higher quality, good as men in the 

had undoubtedly been. 

Mr. Woolley added that special provision was being made 
by the Society for men returning from the Armed Forces, 
some of whom had been four, five, or even six and seven years 
cut adrift from practice. The Council felt that the least 
they could do for these men, who had made sacrifices to serve 
their country, was to offer them the hand of welcome on their 
return, and to give them the opportunity by means of an 
intensive course at Oxford or Canbuidigs lasting some ten 
days to bring themselves up-to-date with what had occurred 
since they had left the practice of the profession. 

The toast of ‘‘ Our Guests ’’ was ably proposed by Mr. 
Wm. L. White, Past President of the Society in Ireland, 
and responded to by Professor John Busteed, Dean of the 
Faculty of Commerce, University College, Cork, who men- 
tioned that his College was the first in Ireland to have a 
Chair of Accountancy, under the control of a professional 
practising accountant, with accountants in practice as his 
assistants, By next session University College, Cork, would 
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have Sescend Sally integented with the profeasten of eevount- 
ancy in Ireland. 

. A. A. Garrett, also responding to the toast, said both 
the President (Mr. Woolley) and himself very much enjoyed 
their visit to Ireland, and the My whwrgd it afforded of 
meeting many old friends in both t and Dublin. He 
ssn ap wished to thank the Irish President (Mr. A. J. 

alkey), and the Honorary Secretary, Mr. Love, for the 
excellent arrangements made for the dinner, and Mr. Herbert 


Walkey for his personal courtesy to them. 


DISTRICT SOCIETIES 
LONDON STUDENTS’ SOCIETY 


The annual meeting of the Incorporated Accountants’. 


Students’ Society of London and ict was held on 


March 19. 

The President, Mr. D. Mahony, F.S.A.A., announced the 

retirement, on grounds of ill-health, of Mr. J. C. Fay, who as 

of the Students’ Society for many years had been 
the friend of three generations of accountants. Mr. Fay 
had kindly agreed to carry on until a new Secretary could be 
appointed, and he would continue to be retained in an 
advisory capacity. Mr. Fay was responsible for the brilliant 
array of Socueere who had spoken at their meetings during 
the war, and they were very grateful to him for that. 
Mr. Mahony seed’ for a hearty vote of thanks to Mr. Fay, 
which was accorded by acclamation. A vote of thanks was 
also adopted to Mrs. Smith and other members of the staff 
of the parent Society, who had done work for the Students’ 
Society, especially during Mr. Fay’s illness. 

Mr. Mahony congratulated Mr. A. V. Hussey, F.S.A.A., 
Vice-President, on his recovery from his recent operation. 

The report and accounts were adopted, and retiring 
members of the Committee and the Honorary Auditors 
were re-elected. 

It was decided that classes should be held in public 
speaking. 

On the motion of Mr. A. V. Hussey, F.S.A.A., Vice- 
President, a cordial vote’ of thanks was accorded to Mr. 
Mahony. 

The Committee have re-elected Mr. D. Mahony, F.S.A.A., 
and Mr. A. V. Hussey, F.S.A.A., as President and Vice- 
President respectively. 


Mr. W. Strachan, F.S.A.A., in ition of his —— 
services as a founder of the Society and for more than 
years as.a member of the Committee. He has held the 
offices of President and Vice-President and is now Honorary 
Treasurer. Honorary membership has also been conferred 
upon the following in recognition of their services as lecturers 
over a number of years: Mr. Collin Brooks, M:C., Mr. Oscar 
R. Hobson, Mr. Francis Whitmore, Mr. S. W. "Alexander, 
Mr. R. T. Paget, M.P., Barrister-at-Law, Mr. George W. 
ao F.F.LA., A.C.I.1., and Mr. Sebag Shaw, Barrister-at- 

Ww. 

The total membership is now 2,068, of whom 786 have 
served with H.M. Forces. 

The book gee nme meen ion gen lewrigmeegs Spe 
taxation law and procedure is being printed and 
distributed to members when ready. 


BOMBAY 


The sixteenth annual meeting of the Bombay Society was 
held on January 19. 

The following were elected members of the Committee :— 
Mr. R. K. Dalal, Mr. N. J. Shah, Mr. E. J. Dastur, Mr. P. C. 
Hansotia, Mr. B. E. Kumana, Mr. R. C. Jallundhwalla, Mr. 
Diwan, Mr. M. D. Dubash, Mr. K. S. Engineer, Mr. 
. Mucadam, Mr. D. H. Kabraji. 

. A. K. S. Aiyar was elected Honorary Librarian, Mr. 
. Dalal Honorary Secretary of the Study Circle, and Mr. 
N. R. Mandviwalla Honorary Auditor. 

Ata mph ey meeting of the Committee, Mr. N. J. 
Shah was elected President and Mr. B. E. Kumana Vice- 
President. 

The Honorary Secretary and Treasurer is now Mr. C. R. 
Mucadam, c/o Messrs. B. P. Gharda & Co., 121, Mahatma 
Gandi Road, Fort, Bombay. 


A stud meeting ‘eg p 

ents’ will be held at 6.15 p.m. on 12 
at the Estate Exchange, Fountain Street, ya a 
“* General Discussion of Examination Problems.”’ This is 
an addition to the syllabus published in our February issue. 


‘PERSONAL NOTES 


The Freedom of Pietermaritzburg has been 
upon Senator W. J. O’Brien, J.P., O.B.E., F.S.A.A., a 
member of the South African (Eastern) Committee of the 
Society of Incorporated Accountants. Mr. O’Brien has 
been practising as an Incorporated Accountant in Pieter- 
maritzburg for more than fifty years, and has been identified 
with a number of public causes which have stimulated 
ee ee He became a member of the City 

ncil in 1897 and was Mayor in 1903 and 1904. From 1918 
to 1938 he represented Pietermaritzburg in the South African 
Parliament, and since then he has been a member of the Senate 
of the Union. 

Messrs. Keens, Shay, Keens & Co., of Bilbao House, New 
Broad Street, London, E.C.2, and branches, announce that 
as from Ist March, 1946, they have admitted into partnership 
Mr. A. Pedley, AS.A.A., who has been with the firm for a 
number of years. The name of the firm remains unchanged. 

Mr. E. Cassleton Elliott, F.S.A.A., has been appointed 


chairman of the Governors of the City of London College. 


Mr. Gerald A. Thompson, Inc + yt morn Accountant, having 

ee ee eee Forces, mmenced practice at 
24, Queen Square, Bath. 

Messrs. Ashworth, Moulds & Co., of 11, Nicholas Street, 
Burnley, announce that as from January 1, 1946, they have 
admitted into partnership Mr. Stanley P. Smith, A.C.A., and 
Mr. John H. Ashworth, A.S.A.A., who have been members 
of their staff for a number of years. 

The notice a g in the March issue 


regarding Messrs. 
W. C. Black & Co., should have read Newport (1.0.W.) and 


not 2B gs 278 (Mon.) 

The partners in the firm of W. H. Charles & Co., Lianelly, 
the formation of which ;was announced in our March issue, 
are Mr. W. H. Charles, F.S.A.A., Mr. Vernon N. Charles, 
A.S.A.A., and Mr. J. Edgar Davies, A.L.A.A. 

Messrs. Viney, Price & Goodyear, Empire House, St. 
Martin’s-le-Grand, London, E.C., have admitted into partner- 
ship Mr. A. E. Downing, A.C.A., A.S.A.A., who has been a 
member of their staff for many years. The name of the firm 
will be unchanged. 

Messrs. Hill, Vellacott & Co., Finsbury Circus House, 
London, E.C.2, advise that Mr. C. D. Walker-Arnott, A.C.A., 
and Mr. Daniel H. Collier, A.C.A., both of whom have been 
members. of‘ their London staff for some years, have been 
admitted into partnership. The firm name will be un- 
changed, . 

Messrs. Allen, Baldry, Holman & Best, Incorporated 
Accountants, announce that as from April 1, 1946, their 
practice is being amalgamated with that hitherto carried on 
by Mr. Geoffrey Morgan, Incorporated Accountant, under 
the style of Henry Morgan & Co., Mr. Morgan becoming a 
partner in the combined firm. They also announce with 
regret the resignation, as from the same date, of Mr. William 
ee who has been a partner for more than forty years. 

H. G. Ayres, A.S.A.A., who has been associated with 
them for many years, is being admitted as a partner. The 
le and address of the firm will remain unchanged, viz., 
en, Baldry, Holman & Best, Bilbao House, 36, New Broad 
Street, London, E.C.2. 

Mr. James Bennett, A.S.A.A., has been elected a member 
of the East Sussex County Council. 

Mr. A. E. Middleton, Incorporated Accountant, has been 
elected a member of the London County Council and has 
been appointed Vice-Chairman of the Finance Committee. 

. Mr. A. Denning, Incorporated Accountant, has com- 
menced public practice at Queen Street Arcade, Goldsmith 
Street, Exeter, under the style of Denning & Co. 


REMOVALS 


Messrs. Hobbs, Peskett & Co., Incorporated Accountants, 
9, Cavendish Square, London, W.1, announce that their 
rmanent address is now 30, St. George Street, Hanover 
uare, London, W. (Mayfair 0094-5). 
essrs. Blakemore, Elgar & Co., have removed their 
offices to 124, Chancery Lane, London, W.C.2. 
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x The Committee resolved unanimously that the first 
awl honorary membership of the Society be conferred upon 
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